






ALit 
WALL STREET 


JUNE 3, 1950 Ge ee CRN 















aaa 


HOW THE GOVERNMENT PLANS | 
TO PERPETUATE THE BOO | 


— CAN_IT LAST THROUGH THE | 
1952 PRESIDENTIAL YEAR? 
By E. A. KRAUSS 


* : 
5 HIGH YIELD STOCKS | 
IN A BUYING RANGE | 


DIIUKARD 















BY THE MAGAZINE OF WALL STREET STAFF: a 
ee - 
UTILITY OPERATING COMPANIES ‘qseiii 







oot AT 


— LOOKING TO 1951 ae 


_ By OWEN ELY 





- Security for 





LABOR 





The Pure Oil Company has always oper- 
ated on the principle that the future 
security of both “labor” and “‘capital’’ is 
interdependent. 


If all practical steps are taken to secure 
the future of those who carry on its daily 
work, the company will attract and satisfy 
efficient employees. This is plainly to the 
interest of ‘“‘capital.”’ 


On the other hand, because tools wear 
out and more are constantly needed in a 
growing company, it is to the interest of 
“labor” that security be assured those 
whose pooled savings supply the tools. 


In the belief that both ‘‘capital’’ and 
“labor’’ would be benefited, The Pure Oil 
Company twenty-five years ago started 
an evolutionary program of providing ben- 
efits for the protection of all employees. 


Today Pure’s “Peace of Mind Plan’ 
for employees includes: 


1. Insured retirement pay—93% of 
Pure Oil people have taken advantage of 
this plan, which guarantees a pay check 
every month after retirement through 
group annuity insurance. The contribu- 
tions of the company are much larger than 
those of employees. 


2. Low-cost life insurance — 97% of 
Pure Oil employees have chosen to parti- 
cipate in the company’s group life insur- 
ance plan, started in 1925. The company 
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Pure Oil's program of employee benefits provides 


peace of mind for workers and shareholders alike 


shares the cost of policies, which also 
cover total permanent disability. 


3. Free surgical, medical and hospital 
insurance—Employees pay nothing for 
the protection of this insurance, which 
takes most of the worries out of doctor 
bills. In addition, each employee may 
include his whole family at low monthly 
group rates. 


4. Sickness and accident benefits— 
The company pays the entire cost of this 
plan, which assures continued income, for 
periods based upon length of service, to 
employees prevented from working by 
sickness or accident. 


5. Paid vacations—Pure Oil employees 
are assured a chance for relaxation during 
working years by one of the most liberal 
vacation policies in the industry. 


Due to the economies inherent in group 
coverage, and the substantial contribu- 
tion made by the company, insured bene- 
fits are much greater than individual em- 
ployees could possibly secure by purchas- 
ing them out of their own savings. As the 
years have gone by, their value to the 
employee has grown in importance. 

We believe these plans are contributing 
greatly to the efficiency, loyalty and hap- 
piness of our employees—and conse- 
quently, to the benefit of the shareholders 
of the company. 
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PLANT SITES 
in 2075 


COMMUNITIES 


Affiliates of this company serve 
2075 communities in Michigan, 
Indiana, Ohio, West Virginia, Vir- 
ginia, Kentucky, and Tennessee. 
Write in confidence for data on 
plant sites, labor supply, housing. 
Our detailed reply will include 
eight-color map showing power 
lines and natural resources. 


L. L. DAVIS 


Director Industrial Development 


AMERICAN GAS AND 
ELECTRIC COMPANY 
30 CHURCH ST., NEW YORK 8, N. Y. 


COrtlandt 7-5920 














THE Ma mayo xX company 


MAKERS OF FINE RADIO-PHONOGRAPHS 
AND TELEVISION RECEIVERS 


DIVIDEND 
NOTICE 





The Board of Directors of The 
Magnavox Company declared the 
following dividends: 


CLASS A STOCK 
A dividend of 25 cents per share, 


payable June 1, 1950 to stockholders 
of record May 15, 1950. 


COMMON STOCK 
A dividend of 25 cents per share, 
payable June 15,1950 to stockholders 
of record May 25, 1950. 
R. A. O'CONNOR 
President 
May 9, 1950 











C CAN COMPANY, Inc. 
A regular quarterly dividend of ninety- 
three and three-quarter cents ($.93%4) 
per share on the $3.75 cumulative pre- 
ferred stock of this Company has been 
declared payable July 1, 1950, to stock- 
holders of record at the close of busi- 
ness June 15, 1950. Books will not close. 

SHERLOCK McKEWEN, Treasurer. 
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HOLDS GREAT PROMISE 





RADIO RELAY FOR TELEVISION —The Bell System uses frequencies of radio waves, sometimes called microwaves, to transmit Telephone 


calls and Television programs over chains of radio relay towers across the countryside. The towers are built about twenty-five miles apart. 


The Bell System’s Television Network 


Grows Each Year 


The Television industry is growing fast and the 
Bell System is moving right ahead with the 
facilities needed to carry programs to more and 
more people. 

At the beginning of 1949, the Bell System’s 
network covered areas with 38,000,000 popula- 
tion. By the end of this year, further expansion 
will bring that figure to about 57,000,000—a 
gain of fifty per cent. 





SECTION OF COAXIAL CABLE 

It’s no bigger than a man’s wrist. Yet 1800 
Long Distance conversations or six Televi- 
sion programs can go through it at one time. 


BELL TELEPHONE SYSTEM 


Just as Bell System facilities made network 
radio possible, so today we are making network 
Television possible. New types of transmission — 
Coaxial Cable and Radio Relay—have been 
developed. The two systems were designed to 
carry both Long Distance calls and Television pro- 
grams. Thus both needs can be supplied in the 
most practical way. 


The Bell System is a pioneer in Television trans- 
mission and through its continuing research and 
building is marching right along with the growth 
of this new industry. 
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The Trend of Events 


THE GENERAL MOTORS SETTLEMENT... The new five- 
year General Motors-U.A.W. contract must be viewed 
foremost as an expression of confidence in the future 
on the part of the GM management, and as such it 
understandably has considerable effect on business 
sentiment generally. The contract’s duration, the gen- 
erosity of its wage provisions, the implicit concern 
for social benefits, are all indications of the manage- 
ment’s belief that a high level of prosperity and pro- 
duction will be maintained. On the other hand, labor’s 
conviction that no drastic setbacks are in sight is sug- 
gested by its willingness again to tie wages to the 
cost of living. If the agreement really is honored and 
the union can keep its members from striking when 
the cost-of-living index should force a wage cut, then 
one can truly say that something new and encourag- 
ing has been introduced into labor-management 
relations. 

Beyond that, the settlement is an indication of the 
tendency for large organizations to accomplish large 
purposes. In a way, it furnishes a curious twist to the 
idea of bigness. Only a big company could take the 
risks involved in such a long range agreement. One 
might conclude that bigness necessarily must become 


GM’s position is special and unique; any attempt to 
give general application to the GM contract terms 
could have dangerously unsettling consequences. To 
try to make it a new “pattern” for the industry would 
indeed be a fateful mistake. 

Any attempt to straitjacket the whole industry into 
similar concessions, regardless of whether or not in- 
dividual companies can afford it, would merely be 
the beginning of new grief, vitiating completely the 
hope for greater stability in labor relations now so 
widely expressed. One must conclude that the position 
of other companies in the automobile and related in- 
dustries, which cannot afford concessions of a similar 
scope, is by no means made easier by the GM settle- 
ment. The latter has no doubt been facilitated by the 
preceding Chrysler and Ford contests. In the Chrysler 
dispute, the union was clearly licked, and this must 
have contributed to the relative ease with which the 
GM contract was negotiated. Let’s hope that its con- 
tribution to stability is not blighted by miscalculation 
and greed elsewhere. 


A GOOD IDEA?... The House Ways and Means Com- 
mittee, in seeking additional revenue to offset a $1 





something of a virtue in the 
eyes of union leaders, for only 
in dealing with bigness can 
they achieve their biggest 
gains. 

This very fact suggests the 
thought that the real test of 
Mr. Reuther’s statesmanship 
will come when goals for sub- 
sequent negotiations in the 
automobile industry will be 
set. He must recognize that 


ness trends 





We recommend to the attention of our 
readers the analytical discussion of busi- 
contained 
“What's Ahead for Business?” 
regular feature represents a valuable 
supplement to Mr. A. T. Miller’s stock 
market analysis of importance to in- 
vestors as well as to business men. To 
keep informed of the forces that may 
shape tomorrow’s market, don’t miss it! 


billion cut in excise taxes, has 
hit upon a plan for withhold- 
ing a 10% tax on dividend dis- 
bursements. The 10% would 
be collected directly from the 
corporations; they would mail 
a receipt to each stockholder 
with every curtailed dividend 
payment. Such receipts the 
stockholder mustsavethrough- 
out the year and mail them in 
with his March 15 income tax 
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return to get proper consideration for the deductions 
thus made. 

Is it a good idea? We doubt it. First of all, it would 
mean new complications, new forms to fill out for the 
companies, new trouble for the tax payer, even more 
bookkeeping for the Internal Revenue Department. 
Equally important, it will involve hardship for the 
stockholder of small income whose dividends will be 
cut whether or not he owes taxes upon them, and 
whether or not he depends on them for his daily 
needs. He must wait until March 15 next for a refund. 

Sponsors of the scheme claim that some $150 mil: 
lion will be gained thereby in new taxes. They point 
out that there must be many evasions by small stock- 
holders since the amount paid out in corporate divi- 
dends fails to show up on income tax statements. But 
this proves nothing. A goodly amount of the “lost” 
revenue can be accounted for by tax-exempt dividends 
paid to charitable, educational and religious institu- 
tions ; and there must be many small stockholders who 
have insufficient income to require a tax. 

Actually the idea is aimed principally at small 
stockholders, for corporations report all dividends 
of over $100 for cross-checks with individual tax re- 
turns. In the circumstances, the potential gain from 
the withholding tax may well be greatly overesti- 
mated. Withholding the tax on dividends — and a 
double tax it is to boot that should long have been 
eliminated—is at best an expedient of uncertain value 
that lacks justification. The tax-paying citizen is be- 
deviled enough and so are the corporations. Why 
should the latter be forced to collect taxes for the 
Government—do the job which the Internal Revenue 
Bureau is supposed to do? 


CAPITAL GAINS TAX... . To hope for the repeal of the 
capital gains tax, in a period of deficit financing, is 
well nigh useless—even more so perhaps in the en- 
vironment of economic thinking currently prevailing 
in Washington. Therefore, the announcement that the 
House Ways and Means Committee has voted to re- 
duce the effective rate of the capital gains tax from 
25% to 16%, and to cut from six months to three 
months the holding period entitling a gain to be 
treated at the more lenient long term rate must neces- 
sarily be viewed as official recognition of the evil 
effects which the capital gains tax is having on the 
economy, and of its unsoundness as a tax measure as 
such. This is at least some progress, however belated. 
It’s time that the fallaciousness of the capital gains 
tax be fully recognized, and the tax either done away 
with or radically revised. 

Probably no other tax measure impedes the flow 
of risk capital into business ventures to the same 
extent as the capital gains tax. As far as the Govern- 
ment is concerned, it’s ““Heads—I Win, Tails—You 
Lose.” While under the law, gains realized from the 
disposition of capital assets are automatically con- 
sidered as evidence of ability to pay, losses thus sus- 
tained are by no means regarded as evidence of 
inability to pay. For when a tax payer has net capital 
losses equal to his ordinary income and is permitted 
to deduct in the taxable year only $1,000 of such 
losses, this is a one-sided and inequitable scheme of 
taxation, to say the very least. Of necessity, all taxes 
operate more or less arbitrarily. Income taxes are 
generally predicated on the principle of ability to 





pay. A glaring exception to the rule is the capital 
gains tax. 

The Treasury has claimed that the proposed re- 
vision would cost the Government over $175 million 
a year. That’s a cheap price to get rid of something 
which probably has cost the nation billions in eco- 
nomic retardation, and the Treasury a corresponding 
amount of lost revenue. In our estimation, the $175 
million will be quickly made up, and probably more 
than made up, by the advantages accruing from lib- 
eralization of this inequitable and senseless tax. 
There is every reason to assume that the proposed 
changes—if enacted—will stimulate business activity 
so that tax revenue will actually be boosted in con- 
siderable degree. 


TAXES AND SAVINGS... Contrary to the pattern that 
normally prevailed in the past, the American people 
as a whole have been paying far more in personal 
income taxes alone in the postwar years, from 1946 
to-date, than they have been putting aside in savings 
in the period for their own future security and that 
of their dependents. 

The Government’s own figures bear this out, pro- 
viding further significant insight into the personal 
as well as economic impact of the great growth in the 
cost of Government since prewar; and Federal in- 
come taxes, as we well know, represent only part of 
the people’s tax bill. 

Last year, for example, the people paid the Federal 
Government a total of $18.1 billion in income taxes, 
according to Treasury figures. Department of Com- 
merce statistics show that aggregate personal sav- 
ings for the year amounted to $11.8 billion. In other 
words, the people’s combined savings in 1949 repre- 
sented only 65 cents for every dollar paid in Federal 
income taxes. 

For the four postwar years together, Federal in- 
come taxes paid by the people as a whole added up to 
a total of $77.1 billion; overall personal savings ag- 
gregated $39.2 billion. Thus combined savings since 
1946 have come to barely more than half the aggre- 
gate Federal income tax payments in the period, in 
marked contrast with prewar experience when in 
most years, people saved two to three times as much 
as they paid in Federal income taxes each year. 

The dominant reason for the reversal is of course 
the enormous rise in the cost of Government, and 
hence the tax burden to support it. It does not lie in 
abnormally high consumer spending, for the ratio of 
spending to incomes has little changed. And though 
the dollar amount of savings would seem to compare 
highly favorably with prewar figures, it actually does 
not. It is merely inflation-swollen. 

All of which furnishes food for thought. It explains 
the urge and drive for individual security that is so 
manifest today, in terms of private and public pen- 
sion demands, in terms of greater individual depen- 
dence on the state in almost every way. Seeing that 
their security hopes can no longer be fully realized, 
if at all, by their own efforts—in the past the tradi- 
tional way in this country—the people increasingly 
turn to the Government for the security which the 
very same Government makes it impossible for them 
to acquire on their own initiative and responsibility. 
It’s as simple as that. 
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As Y See Jt! 


BY ROBERT GUISE 


TRYGVE LIE ADVOCATING DANGEROUS APPEASEMENT 


ie rygve Lie went to Moscow with the avowed 
intention of trying to heal the split in the United Na- 
tions created by Russia’s walk-out in protest against 
the membership’s refusal to seat the Red Chinese 
delegate. He thought that some acceptable formula 
for ending the paralysis of the U.N. might be 
achieved, preventing that body from disintegrating. 

Mr. Lie has now come 
back but as widely ex- 
pected, the formula he 
brought, and is now bus- 
ily trying to sell, all too 
plainly bears the Kremlin 
stamp: Stalin will quit 
his boycott if Red China 
gets a seat on the Secur- 
ity Council. Thus Mr. Lie 
finds himself peddling the 
old appeal to save the UN 
by appeasing Russia; 
once more he has become 
a partisan of the Soviet 
position, using his influ- 
ence to bend others to the 
Soviet will. 

Mr. Lie must be aware 
that his appeal can hard- 
ly be successful in the 
United States, regardless 
of what measure of par- 
tial response he may have 
found in London and 
Paris. He must realize 
that should we recognize 
Communist China or seat 
their representative in 
the Security Council, it 
will be a big forward step 
towards handing Russia 
a world empire ona 
silver platter — without 
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‘‘STALIN SEES LIE!’’ 





the question of which Chinese Government should be 
recognized, important as the latter is. It is the ques- 
tion whether a single major power—and one known 
for its intrigue and unreliability in international 
dealings, should be allowed to force its will upon the 
UN by staging a sitdown strike. 

Acceptance of the Kremlin-dictated Lie formula 
would not only be danger- 
ous appeasement which 
the free world cannot af- 
ford if it wants to remain 
free. It would also be an 
unworthy attempt to buy 
off the blackmailer. It cer- 
tainly wouldn’t reform 
the Russians and assure 
future peace and stabil- 
ity. Nor would it breathe 
new life into the UN;; it 
would only hasten its dis- 
integration by accentuat- 
ing its impotency vis-a-vis 
a ruthless and determined 
enemy of free mankind. 

The United Nations in 
its present form is a 
pretty hollow shell as we 
have pointed out before. 
This being so, it certainly 
isn’t worth paying the 
moral and political price 
of acceding to Kremlin 
blackmail to preserve it. 
The moral price would be 
forbidding enough; the 
political price would be 
suicidal. It would mean 
not only the permanent 
loss of China but eventu- 
ally of all of Asia not yet 
.within the Soviet grasp. 

















firing a shot. For then the 
day will be much nearer, 
and eventually inevitable, when the Soviets will dom- 
inate and control the UN, gradually hemming us in 
on all sides with the threat of world communism. The 
idea is unthinkable. 

Mr. Lie must be aware of this as well as anybody. 
Does he believe that merely saving the United Nations 
as it is now constituted is worth such a price? Or is 
he under pressure because of Russian threats to his 
own Government, or just overanxious to hang on to 
his job? 

The Soviet boycott of the UN, in order to obtain 
the exclusion of representatives of the Chinese Na- 
tionalist Government, raises an issue transcending 
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And it would mean that 
further worldwide spread 
of aggressive communism would be difficult if not im- 
possible to stem. It would certainly hike the cost of 
effective resistance to unbearable levels, making it 
questionable whether free democratic government 
can continue even in our own country. 

It is time for our Government to speak out in clear 
and unmistakable language that we will have no part 
of any such deal as Mr. Lie suggests. He should know 
that appeasement will get us nowhere, anyhow. We 
have tried it in the past and look at the results! 

Nor need anyone worry about what Russia will do 
if we remain adamant, as we should. Should the 
Soviets choose to leave (Please turn to page 290) 


Fischetti in the N. Y. Herald Tribune 
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Which Stocks To Follow Blue Chips? 


The market remains on an adequately sound basis, with upside leadership mainly in 
good quality issues so far. The economic-financial factors suggest potentiality for fur- 
ther rise, subject to more or less normal technical corrections. No doubt the best selec- 
tions for capital gain from here on will be in carefully-appraised secondary stocks. 


By A. T. MILLER 


ih? he market continues to advance in an orderly 
manner, with each moderate step forward followed 
by a pause or a small recession in prices. It has been 
getting technical correction on a “pay as you go” 
basis throughout this upswing to date, with the 
result that during nearly 12 months of rising prices 
there has been no reaction of more than nominal 
scope; and no pause of more than brief duration. 
This kind of performance is not exactly new. It was 
characteristic of the 1935-1937 rise; and, to a lesser 
extent, of the 1942-1946 bull market, which ran 
most of its course under war conditions. 

Whether the trend is up or down, reversals are 
less frequent and less sharp than they used to be 
in unregulated markets. Of course, that does not 
amount to saying that intermediate reactions have 
been abolished. There were a couple of them in the 
1935-1937 rise, and several in the 1942-1946 cycle. 
There could be one in the present market at almost 


any time, with the first week or so of it looking no 
different from the minor corrections heretofore seen. 
Indeed, it would be extraordinary for this advance, 
having carried for 1114 months and lifted the Dow 
industrial average by some 37%, to run greatly fur- 
ther without an intermediate reaction of perhaps 
5% to 10%, extending over several weeks. To allow 
for that, however, is not to predict it as imminent. 


The Recent Pattern 


In the week ended May 20, virtually all measures 
of prices recorded new highs for the present cycle. 
That was so of the Dow-Jones industrial, rail and 
utility averages. It was so of our weekly indexes of 
325 stocks, of 100 high-priced stocks and of 100 low- 
priced stocks. As of May 20, our composite index 
had risen above its 1948 recovery high for the first 
time. There was only one thing about that perform- 

ance which could raise any technical 
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question. That is that volume on the 
best May price behavior was materially 
under that on the best price behavior of 
April. This might indicate some tempo- 
rary satisfaction of demand; and thus 
portend a correction somewhat more 
extensive in either points or time than 
has been seen for some months; but the 
evidence cited is limited and tentative, 
subject to confirmation or modification 
by price behavior in coming days. 

Within the forepart of last week, get- 
ting some brief stimulus from an- 
nouncement of General Motors’ unprece- 
dented 5-year labor contract, the Dow 
industrial average set another new high, 
by the margin of a small fraction, at 
222.57. However, at the close on May 27, 
with trading light and many people 
using the Memorial Day holiday to 
stretch out extended weekend vacations, 
all three of the Dow averages were 
down slightly on the week. Our index of 
100 high-priced stocks gained a frac- 
tion, however, to a new high. The com- 
posite index and the index of 100 low- 
priced stocks reacted 1.9 points and 4.72 
points, respectively, from the preceding 
week’s high. It set the low-priced index 
back to the lowest level seen in six 
weeks. 

This remains more of an investment 
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than a speculative market, 
although speculation cer- 
tainly is not absent. The ge a, 
leadership is still — PRICED PRICED 385 STOCKS 
but not exclusively, in good- 
quality stocks. You see that 
to some extent in week-to- 
week action. It shows up 
most significantly, however, 
in a comparison of recent | | 
highs with 1946 bull-mar- } 
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YEARLY RANGE 
1941=— 1949 














ket highs. That high for 
the Dow industrial average | 
is nearly 4.8% above the | 

1946 top, and for the Dow i {i 
utility average about 1.2%. 
Our index of 100 high- 
priced stocks — averaging 
below the Dow “Blue Chips” 
in quality — is about 16% 
under its 1946 high. The 
best level of the low-priced 
stock index to date was ap- 
proximately 26% under its 
1946 peak. The comparable 
figure for the Dow rail 
average is about 17%. For 
a good many months, the 
“advance” in the latter 
average has consisted of in- 
frequent upward moves, of 
barely more scope than was 
required to top a previous 
recovery high. Thus, the 
average has bettered its 
March high by only some 2 
points. 

At present indicated div- 
idends, yields on _ better- 
grade common stocks still 
average a little over 6%, 
compared with about 7.25% 
at the 1949 low. This yield 
is roughly 2.3 times the 
average yield available on 
high-grade corporate bonds. Probably there is no 
such thing as a “normal” ratio. However, it is worth 
noting, as the Cleveland Trust Company’s May 15 
monthly letter points out, that on a 50-year average 
the yield of all dividend-paying common stocks listed 
on the New York Stock Exchange has been 1.46 
times the high-grade bond yield. The 10-year aver- 
ages may be useful and are tabulated herewith: 


Stock Yields 




















YEARLY RANGE 


OOW-JONES INDUSTRIALS 


1941-1949 


DOW-JONES RAILS 


MILLION 
SHARES 


Yieldson Yieldson as Multiple of 
Stocks Bonds___ Bond Yields 
EQOOEOS! oi keaeiastcccae 4.99% 4.49% ne 2 | 
ONO ES! ied. ss clavscibi cies 6.33 4.88 1.30 
POU AD 6) iio cte-wcaelavasiete 6.22 a Gs 1.2] 
MOSOESS! oa sieieioutia teens 5.90 3.98 1.48 
211) 2 es ee 6.04 Zao yA 
50-year average ...... 5.90 4.25 1.46 


As will be seen, stock yields are not greatly above 
the long-term average. The biggest long-term change 
is the cut in bond yields, effected by New Deal-Fair 
Deal easy-money policy. The margin by which stock 
yields exceed bond yields is only moderately wider 
than its 1940-1949 average. However, this has been 
a decade of high earnings and dividends, but of low 
investment confidence. Investors have feared a post- 
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war depression which, after about four years of 
conjecture about its timing, is still “around the 
corner.”’ Investors have feared that the cold war 
might get hot, although all indications remain to the 
contrary for the foreseeable future. Without going 
to any extreme, there is leeway for some lifting of 
confidence; for more optimism not only about the 
1950 business outlook but about average long-term 
economic activity, for this country has far outgrown 
its prewar “clothes.” 


Room for Further Rise 


Without going to any extreme, there is a potential 
for substantial further market advance, subject to 
more or less normal interruptions and reactions. 
For example, a 5% average yield basis for equities 
would be far more moderate than average yields in 
the vicinity of 3.5% or less at all major market 
highs of this generation; yet it would take a further 
rise of about 20% in stock prices to reduce the yield 
as low as 5%, assuming no further rise in dividends, 
whereas dividends, of course. are still trending up. 

Probably demand will in due course “spill over” 
from Blue Chip and Big (Please turn to page 292) 
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By E. A. KRAUSS 


a spottiness in some lines, business as 
a whole is good by almost any standard and shows 
signs of getting even better. But how long this bliss- 
ful state can endure, if left to itself, is another mat- 
ter and a question on which there is no unanimity 
of opinion. Above all, it is a matter of concern to 
the Government which finds plenty of reasons why 
maintenance of high level economic activity is not 
only desirable but downright necessary. 

It is necessary to prevent our budgetary situation 
from getting from bad to worse. It is necessary be- 
cause there is no early prospect of relief from the 
heavy expenditures and commitments forced upon 
us by the cold war. It is highly desirable on general 
grounds, of course. It is equally desirable for purely 
political reasons, to pursue the Administration’s do- 
mestic program and above all to create the optimum 
conditions for the next presidential campaign. Ob- 
viously it would not do to wage that campaign in 
an environment of sliding business, or downright 
depression and heavy unemployment. Hence the Ad- 
ministration’s preoccupation with measures aimed 
at prolonging the boom well beyond 1952. 

It is an aim with which, per se, no one can quar- 
rel. Everybody likes and wants prosperity, and 
everybody fears depression. But opinions diverge 
when it comes to the choice of means to achieve the 
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Plans to Perpetuate 


end. And the means are being revealed in increasingly 
sharper outline. A new style of pump priming is in the 
works to keep the boom going by ever broader lending 
programs, with the risk of business increasingly shifting 
to the tax payer. The magic formula consists of simply 
more Government lending and more public guarantee of 
private credit—a prescription for permanent good times 
based on mole and more loans, in more and more fields, 
with the Government assuming the risk. Ultimately of 





course, it’s yours—the tax payer’s. 

The idea is by no means new, but its latest pro- 
posed application to the field of small business cer- 
tainly has its novel points. Otherwise the trend has 
been in existence for some time, becoming stronger 
as we went along, with the key direction toward 
riskless private lending and investment. Whereas 
the New Deal was to end the depression, the Fair 
Deal is to underwrite the boom. 

Back in the Thirties, New Deal pump priming 
was mainly based on direct Government spending 
for public works and relief. The Fair Deal adapta- 
tion calls for pump priming through Government- 
guaranteed loans, with much of the actual spending 
to be done by private individuals and private in- 
dustry. Such pump priming with private capital 
could assume large proportions. 


The New Formula 


Already the Government has taken over much of 
the risk of home financing and of agricultural pro- 
duction; the next contemplated step is to guarantee 
business loans. It is a formula that doubtless has 
wide political appeal. Not only will it be popular 
with most segments of small business, but it’s easier 
on the Federal budget since loan guarantees do not 
affect it until the Treasury must make good on the 
loans—after default. Obligations of this type thus 
won’t show up, and lenders are protected. Only the 
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tax payer will hold the bag whenever loans turn sour. 

The idea, in short, is to make private credit on 
easy terms for the borrower and at small risk to 
the lender, do the priming job that Federal spend- 
ing did in the Thirties. Should Congress go along 
with it in a big way, the Government stake in the 
field of business credit will keep growing, and this 
in itself holds its own ominous implications. 

The shifting of risk from private lenders to the 
Government (read tax payer) has already gone a 
long way, as previously hinted. One need only recall 
how the RFC has been pouring out tax payer’s 
money for direct loans to businesses, mostly of the 
limping kind. To mind come names like Lustron, 
Kaiser-Frazer and Waltham Watch—illustrative of 
the bigger ventures; but there are of course thou- 
sands of smaller ones which never come to the pub- 
lic’s attention. 


Agriculture and Housing 


It is even more painful to recall the billions which 
the Government has spent to support agricultural 
prices at exaggerated high levels — hitting the tax 
payer from two sides. In doing so, it has not only 
taken the risk out of agriculture but underwritten 
agricultural prosperity indefinitely. 

And when it comes to housing, we find that the 
Federal Housing Administration now stands behind 
over $10 billion of home mortgages, and has backed 
over a third of all written in 1949. The Veterans 
Administration underwrote some $4.5 billion more, 
and gets $150 million of direct lending authority in 
the new housing law. RFC’s Federal National Mort- 
gage Association stands ready to buy up insured 
or guaranteed home mortgages from private lend- 
ers, has bought or agreed to buy $1.8 billion worth 
in less than a year. On top of that, its limit has been 
boosted to $2.75 billion in the new housing law. In 
short, while buyers and builders own some $38 bil- 
lion in long term mortgages, close to $15 billion are 
guaranteed or insured by the Government and at 
the present rate, the figure may easily mount by $2 
to $3 billion annually. In the low priced housing 
field particularly, the risk is almost entirely carried 
by the Government. 
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but increasingly also to finance business activity on 
a wide scale. In doing that, it is claimed, prosperity 
can be longer lived, more stable and less subject to 
sudden upsets. But clearly, it also kills all hope of 
lower taxes and in the last analysis is a trend that 
eventually may destroy free enterprise by placing 
private enterprise more and more under Govern- 
ment regulation and control—culminating in social- 
ism. For this reason, not only Congress but the peo- 
ple should examine the latest phase of this program 
dealing with financial aid to small business—with 
realism and exact thought. : 

The President’s proposals to assist in the financ- 
ing of small business have a two-fold purpose: To 
provide equity capital and make loans to such busi- 
nesses. Equity capital would be furnished not di- 
rectly by the Federal Government but by authoriz- 
ing the Government to “promote and charter na- 





It also carries virtually 100°¢ of the risk 
entailed in foreign lending activities, in for- 
mer years shouldered chiefly by private bond 
buyers. Foreign Governments have borrowed Jaco 
huge sums from the Treasury (see British fiapoo 
loan) and from the Export-Import Bank; 
any resultant losses—and the loss ratio is apt 
to be quite high—must be borne by the tax fio,000 
payer. The Administration also wants Gov- 
ernment insurance to protect American busi- 
ness abroad against the hazards of frozen [8000 
currencies or expropriation by foreign Gov- 
ernments. Again this places the risk on the 
tax payer. Almost in every direction, the [6,000 
trend is towards riskless investment—except 
for the tax payer. 

So far the result of these policies has been § 4,000 
that whereas in 1939, Federal loans and loan 
insurance has amounted to about $12 billion 
(about three-quarters of which consisted of § %°° 
direct loans), the total now is close to $35 
billion (roughly half in direct loans) and 
mounting rapidly. The tax payer in short is 
not only called upon to support the recog- 
nized functions of the Federal Government 
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tional investment companies.” Though these com- 
panies would be established and owned by private 
investors and institutions, the Federal Government 
would have the responsibility of enforcing ob- 
servance of certain rules and principles. 
Obviously, to secure the benefits of the Govern- 
ment guarantees under the suggested plan, it would 
be necessary for the investment companies to con- 
form rigidly to such regulations. The plan contem- 
plates that these investment companies would be 
qualified to assist small business not only in mat- 
ters of financing, but in the development of new 
techniques in production and management, and in 
matters of labor relations, marketing and account- 
ing. In other words, the sphere of Government in- 
fluence in business would broaden enormously. 


Risk Capital vs. Protected Capital 


The underlying purpose would be to have the 
financial institutions attract the savings which 
would not ordinarily assume business risks. In view 
of the Government guarantee, it would not be risk 
capital but protected capital. Potential venture capi- 
tal now hesitates because the possible reward from 
such investment is inadequate; taxes are too high 
to make it worthwhile to assume the risk of loss. 

But strangely, to help launch the new program, 
it is suggested that the Federal Government should 
provide positive incentives and aids to the new in- 
vestment companies. Thus, it is thought, tax provi- 
sions should recognize their special character, par- 
ticularly by permitting them to build up adequate 
reserves. In other words, these investment com- 
panies, promoted and chartered by the Government, 
are promised the very incentives which the private 
risk taker is denied, the lack of which in fact is re- 
sponsible for the dearth of private venture capital. 

It’s all a bit confusing, isn’t it? Instead of build- 
ing up new business controls, wouldn’t it be far 
better to provide positive incentives and aids directly 
to business itself by adequately cutting taxes and 
by other appropriate measures? But no. Private risk 
capital, operating on its own, is denied what is ad- 
vocated for the same capital pooled in Government 
directed investment companies. That way, of course, 
lies socialism! 


The Five-Point Program 


If, as the President avers, adequate venture capi- 
tal for small business is no longer available from 
traditional sources, we all know why this is so: The 
reason is excessive taxation and otherwise shabby 
treatment of risk capital generally. To remedy the 
situation, up pops a five-point program, proposing: 
(1) The aforementioned Government promoted and 
chartered “national investment companies,” pri- 
vately owned, to provide equity capital and long term 
loans. (2) Insurance of bank loans to small busi- 
ness up to $25,000. (3) Broader lending power for 
the RFC—to enable that agency to make loans for 
longer than ten years and ease collateral require- 
ments. (4) Establishment in the Department of 
Commerce of a clearing house to collect and distrib- 
ute scientific, engineering and managerial informa- 
tion which will help small business to become more 
efficient. (5) Authority for the Secretary of Com- 
merce to direct the programs and supervise the RFC. 

The immense pump priming potential of such a 
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program, if carried through, is obvious. Small busi- 
nessmen will naturally seek all the money they can 
get once safeguards for the lender are kicked down, 
as they probably will be. But one should also remem- 
ber that more people have been busted by easy 
credit than by any other financial expedient. That’s 
true especially of small business. Under present 
conditions, the core of the trouble for small business 
is not in finding loans at cheap rates unavailable. The 
difficulty lies in making business profitable in the 
face of excessive taxation, heavy expenses involved 
in Government regulations and labor complications. 
This leads to doubt that risks are worth taking. 

There is certainly no lack of money; banks and 
insurance companies are bursting with it and small 
business can get all the credit if it is a good credit 
risk. There is no necessity for Government to enter 
the picture by guaranteeing loans unless loans will 
be made to businesses which plainly are not good 
credit risks. The primary need of small business is 
however not credit, but “capital” that stays put, 
thus does not mean early maturities or a long and 
bitter period of repayment. But strange enough, 
most small businesses are loath to take money on a 
partnership basis; they prefer bank loans. 

And when it comes to loans, it must be recalled 
that the Federal Reserve Banks have been compet- 
ing for small business loans with commercial banks 
for years, but they have found no great demand for 
their services. Their record refutes the notion that 
the Government must take a larger hand in the field 
of business lending. Its hand, in the form of the 
RFC, is already big enough. 


No Enthusiastic Reception 


Just how far Congress will go along with the new 
program is open to question, though eventually some 
small business aid plan will likely be adopted. In- 
dications are that the legislators will move slowly, 
and the attitude of the bankers will be a big factor. 
Loan insurance up to $25,000 may have the best 
chance, but to be effective it will require the co- 
operation of bankers making such insured loans. The 
present reaction is justly cautious not only among 
banks, but even some small business organizations 
are skeptical, sensing the dangers inherent in the 
program. And the latter, it is obvious, cannot get 
far without the support of the groups that might 
realize some benefit therefrom. 

The investment companies are the real heart of 
the plan, but here too, the reception has been cool 
and this scheme will probably move much more slow- 
ly. The opposing view is largely a practical one. It 
wants to know whether the new investment com- 
panies would find any great volume of meritorious 
projects which cannot now be financed. And it wants 
to know exactly who will put up the money. If risk 
capital for small business is not directly available 
to it, will it be available indirectly? Above all, would 
not a direct attack on the problem, through tax re- 
vision to encourage saving and give more incentive 
for risk taking, produce more lasting results? 

Apart from the many practical considerations, it 
must also be considered to what extent all this may 
lead to more inflation. If it does, it will certainly ac- 
centuate the venture capital problem, throwing more 
and more of the burden on the Government. For to 
the extent that further (Please turn to page 289) 
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: a 7 Marked Earnings Changes in 
First Quarter Reports 


By J. C. CLIFFORD 


Ss. eldom before 


has it been so 
essential as at 
present to look 
beneath the sur- 
face in studying 
first quarter cor- 
porate earnings 
reports. This ap- 
plies especially 
to situations 
where compari- 
son with statis- 
tics a year earlier indicates above-average gains or 
declines in net profits. Underlying conditions perti- 
nent to different industries or their individual com- 
ponents often varied so much in the first three months 
of 1950 from those prevailing during the forepart of 
last year that relative trends appearing could be mis- 
leading, whether favorable or otherwise. 

On appended tables we list a number of concerns 
that reported substantially higher earnings compared 
with the first quarter of 1949, as well as others that 
fared much less well. In order to bring the picture 
more clearly into focus, as well as to show trend 
changes in the last three quarters of 1949, we present 
sales and earnings for five consecutive quarterly 
periods, together with pre-tax margins for the first 
three months of this year and last where available. 
Let’s start by discussing a few companies in the group 
that reported a substantial gain in their recent quar- 
ter’s profits. 

In quite a broad manner our table shows that a 
very large proportion of the firms listed in this cate- 
gory rather closely followed the general industrial 
pattern as to a strong recovery in volume from tem- 
porarily depressed levels in the forepart of last year. 
While, in making comparisons of earnings, some al- 
lowance must be made for this factor, this should not 
necessarily detract from the vigor with which either 
sales or profits rose, as evidenced by above-average 
gains. The main thing to consider is whether a mere 
accumulation of deferred demand, or fundamental 
and more permanent factors enabled these concerns 
to forge ahead so well. 

American Radiator & Standard Sanitary Corpora- 
tion’s first quarter sales of $51.2 million were about 


JUNE 3, 1950 

















aie 









15% higher than 
a year earlier, 
while net earn- 
ings of 46 cents 
per share rose 
22%. Compared 
with volume of 
$60.3 million in 
the December 
quarter when 
earnings of 82 
cents a share 
were reported, 
though, the showing was less favorable, partly at- 
tributable to seasonal influences and partly to unusu- 
ally heavy shipments in the final quarter last year 
when dealers sought to replenish much depleted 
stocks. In this process, the company worked off a 
sizable inventory accumulation that had piled up 
through midyear of 1949, enabling it to start 1950 in 
a sound position. 

The results of this company in the first quarter in- 
dicate efficient cost controls, and as indications are 
strong that residential building will continue very 
active throughout 1950, it seems probable that sales 
this year may at least equal those of 1949 and possibly 
expand, in which event somewhat higher earnings 
could be expected. Consistent long term growth seems 
assured for American Radiator & S. S. Company in 
line with improved living standards throughout the 
world. In its fifty-year history it has become strongly 
entrenched with the trade in the United States and 
Europe, as shown by total production of 20 million 
lavatories, 14 million bath tubs, 15 million enamel 
sinks and water closets and 7 million heating boilers. 


Big Sales Rise 


Compared with prewar experience, annual dollar 
sales of more than $200 million have shown a more 
than twofold gain, while earnings in the last three 
years have averaged $2.09 a share versus 70 cents in 
1940. As the company late last year completed a huge 
new ceramics plant in New Orleans, it is well situ- 
ated to maintain its established growth. 

Keystone Steel & Wire Company got off to an en- 
couraging start in 1950 by reporting all-time record 
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Companies Reporting Substantially Higher First Quarter Earnings 
Net Sales ($ million) Pre-Tax Margin ———_—_—Net Per Share——_—______ 
1950 1949. March March March 1949. 
March Dec. Sept. June March 1950 1949 1950 Dec. Sept. June March 
Amer. Radiator & S$. S..... $51.2 $60.3 $57.0 $44.3 a 7 a) ee $ .82 $ .39 $ .23 $ .36 
Consolidated Nat. Gas. 42.5 27.8 17.0 25.9 hy SEE 8. a 2.56 74 = (d).29 1.10 2.04 
Corning Glass... 22.7(a)i 20.6(e) 19.1(c) 16.1(b) 17.2(a) 25.5 12.6 1.22(a) 1.13(e) 55(c)  .44(b) .45(a) 
Diamond ‘Match . eae 17.1 19.3 21.4 20.8 11.4 1.17 21 71 52 91 
Freeport Sulphur 7.8 7.6 7.3 6.4 6.4 aes sore 1.88 2.36 1.76 1.71 1.55 
General Portland Cement 5.8 5.4 5.4 5.4 4.9 42.3 37.5 1.47 1.21 1.33 1.38 1.13 
Greenfield Tap & Die... duals vig) 2.0 2.4 Ln 8.2 82 .63 a a 48 
Keystone Steel & Wire... 10.5 9.8 BY 8.9 10.2 28.7 17.3 1.03 98 68 84 .67 
Lees, James, & Sons... 15.9 15.0 11.5 8.8 12.6 13.0 13.5 1.48 1.32 85 -98 1.22 
Martin, Glenn L. Co... 10.5 17.9 Vel 10.7 i} eee em -57 1.10 54 51 35 
Minnesota Min. & Mfg... 32.2 31.7 28.6 27.6 26.8 24.1 20.6 2-33 2.18 1.78 1.53 1.58 
Motor Products 13.6 14.4 16.9 15.0 12.8 Ht. 3.7 2.29 2:32 2.89 1.33 .78 
Mullins Mfg. .... i ee 9.6 9.2 fe} a9 17.8 15.2 1.04 .68 62 45 61 
National Lead _... 62.1 59.1 71.0 61.1 66.1 ere eco 1.30 1.06 1.19 76 88 
Rheem Mfg. 2.7 12.6 13.3 12.8 iS ae _ on 90 78 65 A) 03 
Stewart Warner .... (15.5 14.2 12.5 13.1 14.7 9.5 5.1 59 .67 39 30 31 
United Aircraft _.... 65.0(f) 65.0 54.9 51.9 55.1 2.9 1.15(f) 1.21 99 .78 33 
U. S. Gypsum............ 36.6 36.2 37.0 32.8 2 ree. 4.08 3.70 3.52 3.05 3.24 
Vanadium Corp. .......... 6.0 20g) 3.6 4.9 1.01 (d)1.80(g)i ..... (d).17 .76 
Victor Chemical . 8.4 8.0 8.2 6.7 6.4 omen meses 1.21 1.05 1.05 as 58 
Western Union . 42.3 44.0 45.0 46.3 44.2 9(h) Def. .19* 1.18* (d).93* (d).91* (d)2.07* 
White Motor ....... . $95 377g) 20.8 18.8 ae ae 53 1.14 eee ee) 7 
acon... a5 8.1 ie. 148 419 6.1 5.9 57 2asn 7 xs 
*—Class A" Stock. (e)—12 weeks ended December 31, 1949. 

(a)—1I2 weeks ended March 26, 1950, and March 27, 1949, respectively. (f)—Estimated by Company. 

(b)—1I2 weeks ended June 19, 1949. (g)—6 months. 

(c) —16 weeks ended October 19, 1949. (h)—Operating margin. 

(d)—Deficit. 




















sales and earnings in the first quarter. This was the 
third period in the company’s fiscal year ending June 
30, and for nine months, similar peak results were 
achieved. In the case of this concern, it is notable that 
while sales of $10.5 million in the first quarter were 
only fractionally higher than a year earlier, pre-tax 
margins widened to 28.7% from 17.3%. In conse- 
quence, it is hardly a surprise that net earnings in the 
period rose to $1.03 per share compared with 67 cents. 


Benefits from Modernization 


Here we have a clear reflection of benefits derived 
from plant modernization and improvements carried 
out in recent years, as well as of policies to hold 
markets by wise pricing. The management reports 
capacity operations, and orders for the company’s 
entire output are booked ahead as far as is deemed 
practical. The claim is made that Keystone is in the 
best competitive position in its 60-year history. On 
the whole it seems pretty clear that under current 
conditions, the earnings of this integrated and well 
established manufacturer of woven wire fences and 
locks should hold their recent gains. 

Stewart-Warner Corporation reported first quarter 
sales of $15.5 million compared with $14.7 million in 
the related period of 1949, while net earnings spurted 
more significantly to 59 cents a share from 31%, a 
gain of almost 90%. The management attributes the 
rise in earnings to strict control of expenses and re- 
duction in inventories. While heavy demand for tele- 
vision sets contributed to larger over-all volume in 
the first three months, improved operations in sev- 
eral other divisions were also an important factor. 
Of interest is the fact that sales in the first quarter 
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were higher than in any quarter of the preceding 
year, and that unfilled orders were materially above 
a year earlier. 

For several years past, this concern has managed 
to cope successfully with periodic approaches to its 
break-even point, as its earnings are highly sensitive 
to changes in volume, and the latter tends to vary 
considerably in this special field. While the outlook 
for high level sales in coming months is bright, and 
evidence of improved operating efficiency is pre- 
sented, it might be somewhat optimistic to assume 
that the company’s earnings are in a definite and 
prolonged uptrend. 

Diamond Match Company has reported an increase 
in net income of more than 20% for the first three 
months of 1950 compared with the same span last 
year. After allowing for the maximum participating 
rate of $2 per share with the preferred stock, net 
earnings on the common showed as $1.17 as against 
91 cents in the same 1949 period. Figures as to rela- 
tive sales are not available, but the management 
stresses unusual activity in the pulp, paper and lum- 
ber divisions as mainly accountable for improved re- 
sults. Sales of matches have been adversely affected 
by legislative indecision over adjustments in the ex- 
cise taxes. In view of the prospect for prolonged de- 
mand for lumber by the building industry and for the 
company’s paper products as well, it is reasonable to 
expect earnings to continue quite satisfactory. 

Another concern broadly affected by conditions in 
the construction field is General Portland Cement 
Company. Net sales for the first quarter rose to $5.8 
million, a gain of 18% over the like quarter in the 
preceding year. Net earnings responded with a rise 
to $1.47 from $1.13 per share. Without recourse to 


THE MAGAZINE OF WALL STREET 














ty VMS 


1! SO ed 


— ry 


== (D 


OO @® OectpP 


eal 


outside financing, the company increased its annual 
cement capacity to almost 8.9 million barrels from 
6.6 million in the last three years. Heavy demand for 
cement in building and road construction shows no 
sign of subsiding over the near term. Cement prices 
were lifted last year, and with capacity output now 
the rule, pre-tax margins have widened to a very 
high 42.39%. Because of improved operating efficiency, 
the company’s increased rate of earnings should vary 
little in the foreseeable future. 


James Lees and Sons 


Among leading firms in carpet manufacture, James 
Lees and Sons reported unusually good progress in 
the first quarter. Sales of $15.9 million were higher 
by 26% and earnings of $1.48 per share by 21% than 
in the first three months of last year. Considering 
that average carpet wool prices since early 1949 have 
risen about 65%, it is quite remarkable that this con- 
cern has made such a good showing. As practically 
all of its competitors, James Lees and Sons have had 
to lift carpet prices four times in the last eight months 
and may be obliged to boost them again in coming 
months. New home formation, though, has continued 
at such a strong rate that demand for floor coverings 
remains at a high level, despite higher prices. 

Aggressive promotional activities have enabled the 
company to more than hold its own in highly competi- 
tive markets, while benefits from improved manufac- 
turing facilities have prevented margins from nar- 
rowing very much under increased expenses. In the 
circumstances, net earnings in the current year may 


come to around $5 per share compared with $4.37 in 
1949, and $5.68 in the boom year of 1948. 

A reported net income of $236,766 by Western 
Union Telegraph Company in the first quarter con- 
trasted strongly with a loss of more than $2.5 million 
incurred in the first quarter of 1949. In terms of net 
earnings per share, this would show as a profit of 19 
cents versus a loss of $2.07. In the course of a year, 
Western Union has managed to reduce operating 
costs and expenses at an annual rate of $17 million, 
with mechanization of many operations a substantial 
factor in the process. Encouraging as has been the 
progress tow ards better control of operating costs, 
the company’s problems have been only par tially 
solved, however. 

Although the Fair Labor Standards Act authorizes 
the Wage and Hour Administrator to exempt tele- 
graph messengers from the 75 cents an hour mini- 
mum wage provision, no final decision has been 
reached as yet. More importantly, the outlook for res- 
toration of really satisfactory earnings by this lead- 
ing communications concern will hinge importantly 
on implementation of a national policy program 
which remains to be agreed upon by the Government. 

Turning to those companies that in the first quar- 
ter experienced a rather marked decline in earnings, 
let’s examine the causes therefore in the case of Joy 
Manufacturing Company. For the past few years, 
about 65% of volume has stemmed from orders from 
the coal mining industry, a group undergoing read- 
justments, climaxed by ‘the late prolonged strike. 
During most of last year, as is well known, most of 
the bituminous mines op- (Please turn to page 292) 






























































































































































Companies Reporting Substantially Lower First Quarter Earnings 
= Net Sales ($ i Pre-Tax Margin ~ Net Per Share——______— 
1950 19 March March March 1949 
March Dec. i a aa 1950 1949 1950 Dec. Sept. June March 
American Bank Note...... $36 $45 $45 $46 $53 111% 202% $.26 $50 $.68 $.70 $85. 
American Colortype .... 3.3 7.6 5.9 46 3.8 0! 54 07 2.58 1.08 99 45 
American Smelt. & Ref. a ee 84 (7 t2 “<a ~ ss 80 
Anaconda Copper 86.7 82.1 70.5 72.4 108.7 15.6 9.7 9L 74 33.00l46t*é«~*S*C 
Bliss, E. W..... 4.4 4.7 42 6.0 5.6 7.4 11.3 32 (d).12 09 52. + 59 
Briggs Mfg. : 74.5 106.3 87.7 69.5 . (d)44 2.2000 3.152824 
Clark Equipment .... 14.8 10.4 12.7 13.7 16.8 69 122 1.16 28 (1.02 —OLLIT———s2.38 
Columbian Carbon ... 10.9 10.3 9.1 8.9 10.2 = 36.6 90 82 4.62 £4.65 «1.60 
Continental Oil . 749-789 =—-79.5 76.5 80.3 14.2 16.1 1.69 154 72,982.25 
Douglas Aircraft . 26.2(a) 29.5 35.8 26.2 25.8 9.0 12.1 1.55(a)  .60 3.63 1623.34 
Electric Autolite 37.4 49.5 61.0 46.4 52.3 1.09 2.67 250 1.39 (1.47 
Elliott Company cae” 6.3 6.4 6.9 6.5 95 38 2.10 2.48 «+199 
General American Trans... 20.8 26.2 27.3 25.2 31.1 NO 9.4 1.17 1.45 143 1658 
General Telephone ..........._ 16.4 16.0 15.5 14.9 14.3 45 45 49 59 #4 
Hudson Bay Min. & Smelt... 9.1 9.0 9.0 8.4 10.8 1.04 1.09 1.04 99 ~~—«1.50 
Joy Mfg. ORCS 9.8 9.1 7.9 12.3 14.7 9.7 13.8 66 51 (d).03 76 ‘1.46 
Minneapolis Moline .......... 17.7(b) 7.8 18.6 19.7 20.1 ; 1.48(b) .70(d) 210 1.90 ‘1.95 
'' iP 43.0 40.7 40.3 43.4 24.9 29.8 1.27 1.06 140 5S 
Packard Motor Car .. 378 25.4 75.9 51.8 55.7 Def. 1.3 (d).02 (d).09  —.29—i«06tti«i« 
Pepsi Cola 7.7 6.9 12.0 15 68 ef. 12.9 (d).02, (d).14 iS SC« 
Pfizer, Chas., & Co. 12.1 11.9 11.5 1.712.226.2872 1.091.051.3470 
Phelps Dodge. ~=477S 4700 4006444 OB. 1.43 2.83(c) =D 
Richfield Oil 31.8 31.9 31.8 29.4 29.7 14.2 242 89 1.27 1.29 1.29 1.26 
Seaboard Oil. 88 6.7 6.2 6.5 7.0 19.3 27.7 90 1.47 90 1.05 1.30 
Standard Oil of Ohio 63.5(e) 63.5 66.6 62.6 62.0 6.2 8.5 71 1.28 1.01 94 1.03 
Union Oil of California 51.9 46.7 48.4 49.4 55.8 enn 31 43 78 94 (154 
Youngstown Sheet & Tube... 79.6 47.6 87.0 93.5 106.5 4.47 1.92 449 539 7.18 
(a)—Quarter ended February 28; fiscal year ends November 30. (c)—6 months. ae 
(b)—Quarter ended April 30; fiscal year ends October 31. (d)—Deficit. 
(e)—Includes “other income.’ 
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CONSUMER 
DURABLES 





By WARD GATES 


Pitas durable goods, the hall-mark of the 
American standard of living, have always played an 
important part in our lives and our economy. This be- 
cause their possession means prosperity, and inabil- 
ity to buy them or replace them usually reflects de- 
pression conditions. 

Their demand characteristics in the past resulted 
in a distinct pattern of profit trends. Earnings of 
these industries have always been fluctuating con- 
siderably. They have been aptly called “explosive” in 
boom periods because characteristically, a boom in 
consumer durables is far more volatile than in soft 
goods. Ups and downs have been steeper, more 
marked. 

However, in appraising future prospects, it may 
be unwise to place too much reliance on past perform- 
ance, particularly since important changes have taken 
place not only in the public’s buying habits but in 
income relationships as well. It is these changes 
which are in no small manner responsible for the 
current boom in consumer durable goods. 

Take autos, for instance. An estimated shortage 
of eight million cars at the end of the war had been 
met more than a year ago by heavy postwar produc- 
tion. Yet the auto industry continues to boom more 
than ever and no sharp slackening in operations ap- 
pears in sight. Consumer preference for automobiles 
is simply astounding, hence the enormous vigor of 
demand. 

Or take residential housing. Demand for homes 
is holding up far better than expected. A tapering 
off of the housing boom was looked for last year; 
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instead, after some hes- 
itation, there was a 
brisk revival that led to 
current peak activity. 
True, easy credit for 
home financing helped a 
great deal. But were 
there no substantial de- 
mand, even the heaviest 
credit infusion could 
not maintain the build- 
ing boom. Actually, with 
more credit becoming 
available, the public will 
be able to indulge its 
desire for home owner- 
ship to a greater extent 
than ever before. 

Then there is that 
thriving new industry 
— television. Potential 
demand is enormous 
and easy credit, more- 
over, has quickly taken 
this device out of the 
luxury class. As a re- 
sult, there is no way to 
estimate the extent of 
the available market be- 
yond saying that it will 
be huge. 

Potentially at least, 
the same is true of all 
consumer durable goods 
markets, for the appeal 
of these goods is un- 
questioned. It is one 
reason why it is so dif- 
ficult to pick the peak 
of the current boom. Look what happened a year 
ago when the bottom seemed to drop out of the elec- 
trical appliance markets. And look how vigorously 
they have recovered. A slackening in autos and resi- 
dential building has been widely, and prematurely 
predicted several times. Both are going stronger 
than ever. 

We are well aware that the heavy output of con- 
sumer durables has gone far towards sustaining the 
postwar boom. We also know that the boom in con- 
sumer durables has been paid for at least partly by 
a slow-down in non-durables. The latter was brought 
home particularly by the recent Federal Reserve 
Board announcement that the Board’s industrial 
production index had risen only one point between 
March and April, despite sharp upturns in steel, 
autos and other durable goods industries. That can 
only mean a further contraction of.soft goods pro- 
duction. The current situation thus reflects an as- 
tounding consumer preference for durables, and by 
the same token underscores the importance of con- 
sumer durables as a factor in the total volume of 
business activity. 











Consumer Durables and the Business Cycle 


It has been the fashion in economic thought to 
explain the business cycle largely in terms of fluc- 
tuation in new investment, with the rise and fall in 
demand for capital (producers) goods the chief 
corner stone. Substantially, this remains true today. 
But with consumer durables occupying a dominant 
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place in our economy, a revision of ideas of 
its practical significance may be in order. 

Today, consumer durables can minimize or 
intensify fluctuations in the durable goods 
sector in a manner probably unknown be- 
fore, since demand for them has become a 
greater determining factor of durable goods 
activity as such. They play a far greater role 
in the overall business picture than they did } '"° 
a decade or two ago. In fact at times, re- 
cently, their sales volume has equaled or ex- } (20 
ceeded that of producers’ goods. Thus in 
terms of their relative magnitude, it would J] 100 
appear that the fluctuations in the additions 
to “consumer inventories” might be quite as 80 
significant as fluctuations in industrial in- 
vestment. 60 

From the standpoint of general economic 
stability, the question arises: What about 
the future volatility of consumer durable 
goods activity? Will its newly enhanced sig- 
nificance make for greater or lesser cyclical 
fluctuations? The answer is not simple, since 
a good many imponderables enter. But in ap- ° 
praising the probabilities, a number of fac- 
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tors merit consideration. 
First of all, in view of the strong consumer pref- 
erence for durables which is likely to continue, in 
view of our larger population, high incomes and easy 
credit conditions, demand for consumer durables in 
the future should fluctuate around a higher mean 
than in the past. This means that even in periods of 
recession, a volume drop to former recession lows 
is highly unlikely. Higher average levels should pre- 
vail during recessive periods as well as during 
booms, though the gap may still be pronounced. 
Traditionally, durable goods industries have al- 
ways been subjected to wider fluctuations than non- 


durables. The products of the former, as the name 
implies, are longer lasting, and in lean times their 
purchase can usually be postponed. Hence our major 
depressions have been accompanied by widespread 
unemployment in durable goods lines. Activity and 
employment in soft goods lines are steadier because 
their output is quickly consumed, and consumers 
cannot wait long to replace them. 

Much, then, depends on the public’s ability and 
willingness to buy. There are persuasive indications 
that what will govern the future volume of outlays 
for consumer durables (Please turn to page 284) 








































































































Consumer Durable Goods Manufacturing Companies 
eer if fi ‘ is a Net Per ites pg oe a ge a 
Net Sales Share Div. Price- 
1949 1948 Net Per Share Ist Quar. Divs. Per Share Yield{ Earnings Recent Price Range} 
ee —F millions)— 194919481950 1949 1948 2% CRatiof —sPrice §=—F=—'1949-50 | 
Armstrong Cork... $I633  $I730 $6.57 $7.54 $3.00 $3.00 5.8%, 7.8 513%, 53-385 | 
Bendix Home Appliances... 34.9 50.1 57 3.78 $ .62 375 «1.12525 25.4 14!) 16 - 6% | 
Bigelow-Sanford oo cccnnn O14 85.2 4.10 8.11 1.41 2.40 2.70 84 6.9 28¥% —-287%4-22'/, | 
Carrier Corp. ..... At 46.2(a) 54.4(a) 2.72 4.19 1.00 25 4.9 7.4 20/4 20% -12'/2 | 
Congoleum-Nairn one * 43.0 60.3 3.04 5.78 2.00 2.25 7.4 8.8 27 3015-243, | 
Eureka Williams ne 7.3(b) 15.1(b)) 1.48(d) .24 .26(c) 125 ee 6% b%4- 33%5 
Florence Stove owns 2266 28.6 2.03 6.14 43 1.50 2.25 5.8 12.6 2554 28 -18!/p 
General Electric a . 1,613.5 1,632.7 4.36 4.29 1.28 2.00 1.70 3.9 11.5 50!/4 504-34 
Holland Furnace oon = SAT 41.0 3.69 4.48 03 2.75 3.00 9.6 7.7 28'/, 2954-20 
McGraw Electric ; 69.3 33.3 8.11 7.12 2.31 3.50 3.50 7.2 5.9 48 52!/2-29!/g 
Mohawk Carpet ...... ee 56.8 61.7 5.95 7.86 1.96 3.00 3.00 8.4 5.9 355% 36 -25 
Philco Corp. ............ _._.. 2a 2164 3.17 6.32 2.37 2.00 2.00 4.3 14.5 46/4 54!/2-223, 
Radio Corp. of America... 396.1 356.8 1.58 1.50 75 50 30 2.5 12.1 19% 23/4- 954 
Servel 41.2(a) 71.0(a) .51(d) 3.00 (e}.46(d)  .30 1.00 2.2 133% 14 - l4 
OIE ie es 110.4 =—-125.5 4.50 7.10 2.50 2.50 8.0 6.8 31 31Y4-22 
Sunbeam Corp. i eernennnne 50.2 41.1 10.83 8.52 es 3.00(h) 2.50 5.3 5.1 56!/4 71 -26!/9_ 
Westinghouse Electric .. .. 945.6 970.6 4.95 3.88 87 1.40 1.25 4.0 6.9 3454 3554-2054 
Zenith Radio nnn TNE) 79.4(4) 5.50 7.08 6.37(g) 1.50 1.50 2.5 10.4 57\/4 70"/4-205/4 
$—Based on 1949 dividends. (d)—Deficit. 
t—Based on 1949 earnings. (e)—Quarter ended January 31, 1950. 
(a)—Year ended October 31. (f)—Year ended April 30. 
(b)—Year ended July 31. (g)—9 months ended January 31, 1950. 
(c)—6 months ended January 31, 1950. (h)—Plus 25% stock. 
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BIG BUSINESS-POLITICAL WHIPPING BOY ears 





By E. K. T. rs 
| BIGNESS in business is the fundamental point inmany of their complaint. The suit against The Great Atlan- | ™ 
recent Department of Justice actions predicated upon _ tic & Pacific Tea Co., can hardly be placed in any other 2 

asserted antitrust law violations, say business econ- category. While the government lawyers pout at 
omists, and they have apparent evidence in support A & P’s tactics of presenting its case to the public 
through paid advertising, and they nibble at issues U) 
thereby clarified, there has been a significant lack of a: 
WASHINGTON SEES: reply to the charge of assault upon success as repre- Ww: 
; : 7 : sented in large-scale wholesaling. 51 
_ Working hand-in-hand with the democratic na- SWITCH in the type of complaints arising under the 
tional committee, the political wings of nationwide Sherman Act has been abrupt. For many years the 4) 
labor organizations are pitching their campaigns stock charge had been collusive price fixing or one of 
upon an issue too delicate and explosive for an es- the closely related infringements. But if pending ” 
| tablished party to put forth, but which nevertheless cases are analyzed, the inescapable conclusion is that ~ 
is basic in the Administration's planning for the “bigness” is the target. That’s true not only of the “ 
| November elections: Big business is making huge A & P case, but also of the lesser-publicized attempt wi 
profits. to dissolve the “‘Big Four’ meat packers; of the liti- He 
Headlines clipped from newspapers and other gation to force a separation of Western Electric Co., rl 
publications reflecting the profit statements of cor- from American Tel and Tel; of the campaign to re- 
porations are being reproduced in union papers quire Du Pont to slough off its interests in General 
whose aggregate circulation goes into the millions. Motors and United States Rubber. pl 
Reports of the Federal Trade Commission, which STEEL has been a whipping boy before the O’Mahoney ar 
select a relative handful of business organizations Committee. A majority of the committeemen joined e | 
and cite their high 1949 earnings are being given in a report condemning the practices of the commit- € 
the widest possible circulation under the aegis of tee—and a review of their legislative histories show as 
the unions. And speeches along the same line are that they have been habitually on the side of “soak big ré€ 
being fed to all democratic congressmen and business.”’ They even went so far as to urge that steel 
made “official documents” by insertion in the Con- production be labeled a public utility, the first step 
gressional Record. in the socialization of the industry. And the reason- me 
Big business is being put on the defensive months ing, again, was—hbigness. With no yardstick pro- Ha 
: 5, th ‘d : posed, the question naturally arises at what point —= 
ee ee ee Se does a business become profitable enough to be an of 
President Truman is giving the issue a new twist. “economic danger.” ac 
Under the coloration of proof that big business has JUSTICE DEPARTMENT has been getting big business cc 
nothing to fear from his Fair Deal, he is reiterating going and coming. If competitors charge the same we 
the profit figures. But always there is emphasis upon price for their products they’re sure to land in court _ 
the point that more do.lars are flowing into the cor- for violation of the Sherman Act. If they undersell 
porate treasuries than in past years. And, of course, competitors they’re in under the Robinson-Patman at 
he is indulging in the process of eliminating other Act. In the first instance they are held to have such = 
possible sources of higher tax incomes to be tapped economic control as to make possible a policy of exact- of 
to the extent that excises are reduced or repealed. ing “‘all the traffic will bear’; in the second instance co 
Vice President Barkley, too, is getting in swipes. they are held to have such economic power as to force ma 
Defending expanding federal government “wage a competition out by absorbing losses over a long re 
daa that government hne-apionie only j in propor- period. Which prompted Justice Jackson, certainly no 
tion to “Big Business” and “Big Labor.” friend of the “interests” to comment ; “It is impos- 
sible for a lawyer to determine what business con- 1 
es ict wil) be pronounced lawful by the courts.” ° 
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President Truman's selection of Leon Keyserling 
to head the Council of Economic Advisers bears out inside 
rumors of several months" currency that the chairmanship 
would be kept open until the public was "ready" to 
4 Wi accept Keyserling practices as a switch (a somewhat 

4 e drastic one) from those of his predecessor, Dr. Edwin 


G. Nourse. 





























The appointment is essentially political in 
nature, regardless of Keyserling's standing as an econ- 
omist. It is tantamount to an admission by the White 
House that CEA is regarded to be a servant of the 
Administration, enlisted in the promotion of its policies. 
The thin pretense that its original role of objective 
research unit has been preserved, now has been abandoned. 
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Yet the change, in operation, could be more 
apparent than real. Keyserling, faithfully followed by 
Member John D. Clark, substantially controlled CEA even 
while Nourse was its nominal head. Over Nourse's protests it became a militant advo- 
cate of White House policy. The chairman had no alternative to resignation when he 
was out-voted on the issue pointedly raised when Keyserling held CEA's function was 
not only to gather the facts but also to promote them in the arena of congressional 
and departmental battles. 
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Dr. Roy Blough, new member of the advisory board, is not likely to insist 
upon return to the original purposes of CEA. He could accomplish nothing in that 
direction, if he were disposed to try it. The team of Keyserling and Clark can, and 
will, snow him under. And as a ranking economist he was familiar with the inside 
story of CEA, accepted the appointment with his eyes wide open, its consequences 
apparent. 























Appointment of Blough is not criticized by the professionals in the busi- 
ness. He is competent and experienced, run the commentaries of his fellow econ- 
omists. But there are some who find little in his record in federal position on 
which to base the thought that he will be a lone wolf, fighting off the political pack. 
He was intimately linked to the Henry Morgenthau school of fiscal policies, which 
run closer to the Keyserling thinking than to the Nourse principles. 


























The Department of Justice, which normally operates beyond the pale of 
public criticism (the politically appointed head, the Attorney General if naturally 
an exception), has been having a hard time. Criticism by a District of Columbia 
federal judge that anti-trust actions are So numerous and based on such weak grounds 
as to remove the stigma formerly attached to those proceedings, touched off the cur- 
rent rounds of condemnatory talk. 











Now comes Senator Robert A. Taft with the flat accusation that the Depart- 
ment of Justice is seeking to thwart the will of congress by scuttling the Taft- 
Hartley Act. As is his practice, Taft documents his charges. He cited decisions 
of the federal law office on union welfare funds and the checkoff which, the Ohioan 
accuses, nullified a section of the law. And he followed with the thrust "its 
conduct of the contempt case against the United Mine Workers could not have been 
weaker if it had deliberately desired to bring about an adverse decision.” 
































attempt to group all federal appropriations under an omnibus bill. Much was expected 
of the innovation, introduced by Chairman Clarence Cannon of the appropriations 
committee. It has developed fatal flaws and won't be tried again. That forecast is 
made by congressmen of such widely divergent views on spending as Rep. John Taber, 
republican head of the economy bloc, and Rep. John McCormack, majority leader. 




















The Taber and the McCormack objections are dissimilar. The republican 
leader found it impossible to get the 400-page bill into sharp enough focus to find 
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the spots at which the pruning knife might be applied. He thinks more fat could be 
rendered from the budgetary total if each department's requests were separately con- 
sidered. McCormack contends the overall cuts are unscientific and unrealistic. 
Speaker Rayburn never liked the idea. 














One result of Senator Pepper's defeat in the Florida democratic primary may 
be a retreat by organized labor from support of the national health insurance bill. 
Rep. Smathers, who bested the veteran senator, pitched his campaign against "social- 
ization" upon the medical bill. While Pepper's friendly comments on Russia blared 
from sound truck recordings throughout the state, it was the fear of socialism rather 
than of communism that counted heavily. 























United Mine Workers has been admonished by the editors of its "Journal" to 
take heed. They wrote: "On the medical question, labor had better begin to think, 
because if resentment of the voters to national medicine in one-third of the states 
proves as beneficial to reactionary candidates as in the case of Smathers, the prob- 














will be three times as difficult." 








And the miners may re-mold their legislative program additionally and im- 
portantly. Their leaders are attempting a sort of political alchemy which will 
produce a support of President Truman and his congressional "faithful" without going 





all the fault-finding levelled at the Brannan Plan, Foreign Aid, give-away money, 
Point Four, lowering of tariffs, government extravagance, ‘commie’ influence in gov- 
ernment, Kansas City graft, FEPC, repeal of the Taft-Hartley Act and, of course, 
national medicine." 























The real estate market outlook for the remainder of 1950 is good, with brisk 
demand expected for both business properties and homes. So says the National 
Association of Real Estate Boards after a survey of 470 cities. Calls for business 
space, a good economic barometer, will be heavier than in 1949 in 21 per cent of the 
cities; about equal to last year's in 60 per cent, and will relax in 19 per cent, say the 
queried realtors. 




















Lucerne Milk Co., subsidiary of Safeway Stores, is trying to clear its 
corporate brain of confusion left by the latest of government rulings. The company was 
one of five sued by the Department of Justice in a monopoly action predicated upon 
alleged price fixing. It was one of two firms (aggregate business of the two is 135.1 
per cent of the total in the Washington area) which were found guilty. 

















in the litigation, were cleared of the charge of monopolization. Yet, while price 
fixing was charged, Lucerne does not adhere to the higher prices charged by its larger 











general market. The other firm found guilty doesn't sell at retail at all, but 
distributes only to District of Columbia charitable and penal institutions. And at 
a price even lower than Lucerne! 














But that isn't all. Lucerne applied to the Virginia Milk Commission for 








sumers. The Virginia law, however, requires that a one-cent per quart premium be 
exacted for vitamin-fortified milk. The company pleaded that, since it costs only 





boost could not, in its opinion, be justified. But the state commission, protector of 
the consumers, is adamant: add one cent to the price or leave the vitamin out! 





























It was the threat of Railway Labor Act revision to require arbitration, more 
than any other factor, that ended the six-day strike to enforce a ""featherbedding" 
that the workers weren't able to make stick. And the union succeeded, it appears; 
congressional demands for amendent of the Act guieted immediately. Public opinion 


was definitely against the strike and its leaders were anxious to "get off the hook." 
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By OWEN ELY 


7} he present bull market has now been under- 


way almost a year. As compared with the 1949 lows, 
the Dow-Jones industrial average is up 36%, the ° 


rail average 38%, and the utility average 33%. This 
would seem to indicate that the utilities have lagged, 
but this has been the case only in the past two 
months. The utility average regained the 1946 high 
of 43.74 on March 16 this year, while the industrial 
average did not accomplish this feat until April 8 
(the rails are still far below the 1946 high of 68.3). 
But the industrial average after some hesitation 
started on a fresh advance to the present level about 
9 points above the old high, while rails and utilities 
continued in a sideways movement. During the past 
week, however, utilities have broken into new high 
ground, though they remain only fractionally above 
the old high. 

What’s the outlook for the balance of 1950? Can 
the utilities continue to forge 





Lewis’ cohorts; then the rising metal prices, and 
now the threat of slightly higher Federal income 
taxes (an increase in the corporate tax rate from 
38% to 40% is proposed). The rise in coal costs is 
not serious and can be absorbed in the lower operat- 
ing costs of the new generating equipment. The rise 
in metal prices has not been serious as yet and is 
more or less subject to U. S. Government control 
through the tempo of the stockpiling program, so 
that a runaway trend seems unlikely. The proposed 
increase in the tax rate is also not very serious since 
it would be equivalent to the loss of only about 3% 
in the earnings available for 





ahead as they have done in 
the past, or will they show a 
lagging tendency ? The answer 
would seem to be dependent 
on four factors — inflationary 
trends, current earnings, the [yyo 
amount of new stock offer- 
ings, and the opening up of 
new investment demand for 
utility stocks from pension 430 
funds, trust funds, etc. 

The factor which may have 
caused the recent market 
slow-down is the recurring [j20 
fear of the effects on future 
utility earnings of higher 
costs and a renewed inflation 
spiral. First there were the fyi 
higher coal prices resulting 
from the wage increase to Mr. 
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common stock. 

Nevertheless these infla- 
tionary factors, taken to- 
gether, probably account for 
the hesitant action of the 
utility market in recent weeks. 
Industrial companies can free- 
ly raise their prices to offset 
mounting costs; while utili- 
ties can theoretically do the 
same, there is always a lag 
resulting from long regula- 
tory delays and occasional re- 
sistance to upward re-adjust- 
ment due to political factors. 

The electric light and power 
companies continued to make 
an excellent operating show- 
ing in the past year. In the 
twelve months ended Febru- 
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1949 Key Statistics and Ratios on 





Consolidated 








Common- Gas, Elec. 
Boston Cincinnati Cleveland wealth Consolidated Lt. & Power 
Edison Gas & Elec. Elec. Hl. Edison Edison of Baltimore 
PLANT VALUE (MILLIONS) GROSS....................000..000008, $240 $175 $251 $1,002 $1,381 $228 
Depreciation Reserve ...................ccccccceecsseeseeeeene es 61 45 70 247 247 51 
IEIIENEIDD op oxo pases sbsch peste arcedessesassakdipsszeoseseaseopaesieas: . Washes Je — ) Metteces 9 12 
I oo eset csgn cess ooh erie tine eeu akaae 179 130 181 755 1,125 165 
CAPITAL RATIOS—Ratio of Senior Securities to Net Piant 40.2% 50.5% 38.7% 50.3% 43.3% 52.8% 
Senior Securities to Total Capitalization................ 54.0 57.8 46.1 52.5 54.6 48.8 
Preferred Stock to Total Capitalization..................0 0... : 23.8 Ree? rs Geese 19.6 16.4 
Common Stock to Total Capitalization.................. 46.0 18.4 37.1 47.5 25.8 34.8 
ANALYSIS OF REVENUES—Electricity %.....................0 95.2% 68.1% 95.2% 88.8% 76.1% 70.8% 
RRR OMES Ga feo: proces ote Ree eaas ws ianaheae soars vayeee © asese ree 10.7 17.8 27.1 
Miscellaneous % ................. ck scucpueees as kasasensns.<eoeeeh 4.8 1.6 4.8 0.5 6.1 2.1 
INCOME ACCOUNT—Gross Revenues (Millions)............ $64 $59 $63 $249 $366 $73 
Operating Expenses (including pur. power or gas) 30 32 32 121 171 46 
I Fn eee ON AAAS: Bo Me ar ee 6 4 4 16 38 6 
: NE IRIINNINDD 905 oc saksnn be pex> taccasdamunes~ ca brecinsh meescceowies 6 a 6 24 34 5 
Taxes—Federal Income .......................00 0c ccceee cece ene 4 5 a 19 20 5 
ME ees oa nce en eects wend ty snap seine etnnstlonacs 8 4 6 31 54 6 
Net Operating Income (after all taxes)................ 10 10 iW 38 49 iW 
Fixed Charges, etc. (less misc. income)................ 3 1 1 9 14 3 
ID fires eo Rrra teeny tees - 7 9 10 29 35 8 
EXPENSE RATIOS—Ratio Depreciation to Gross Revenues 9.5% 6.4% 9.5% 9.5% 9.4% A i A 
Maintenance to Gross Revenues.......................... : 9.3 6.5 6.9 6.5 OS leven 
See MUNIN IIIB 955 oss pecn se cece oeterccestasveseussiassseaaecee 18.8 12.9 16.4 16.0 1 rrr 
Operating Ratio (including taxes)........................ 85.1 82.0 83.1 84.5 86.5 85.8 
EARNINGS RATIOS 
Ratio Net Operating Income to Net Plant Account... 5.3% 8.1% 5.9% 5.1% 4.4% 6.4% 
No. of Times Fixed Charges Earned, After Taxes.... 3.91 7.85 10.10 3.79 3.41 3.95 
No. of Times Charges and Preferred Divs. Earned... __....... 4.41 SBS easees 2.05 2.73 
Earned Per Share on Common Stock in 1949........ $2.91 $3.33 $3.06 $2.13 $2.22 $1.52 
SOURCE OF ELECTRIC POWER—% Purchased.................. 6% Mee 8 80fe wet oo ‘ye 25% 
SALES OF ELECTRIC POWER ($)—% of Total 
NNN 605.255 esp ndnansukerSenebevemonebones ; 32.0% 31.5% 28.2% 30.2% Se , ere 
Commercial ........... sokausteececcatabwebacthite Peipeaebaareseeens 33.5 14.4 14.4 23.0 ee ® Says 
RMNNMEN: 4s ciiscusssscscethosavaysassysenéashostinn Scaskapmtasyausts 14.8 44.4 51.8 32.5 So-5 ééé§§ § éeoase 
BIN ca sisescsics seca chupexsuabacinnGaseusne cued peecersaies oreo ts 19.7 9.7 5.6 14.3 TNS = —S= seven 
COMMON STOCK—Recent Price...............0........00....0.208 $48 $33 $46 $32 $33 $26 
Indicated Dividend Rate.................... ; ee $2.80 $1.80 $2.40 $1.60 $1.60 $1.20 
ye. [ae neceatenuntuspases 5.8% 5.5% 5.2% 5.0% 4.8% 4.6% 
Price-Earnings Ratio ...................cccccccsssceceesesecceseses 16.5 9.9 15.1 15.0 14.9 17.1 


(a) —Included in Industrial. 











(b) —Included in Operating Expenses. 








ary 28, 1950, the number of residential electric cus- 
tomers increased only 4.3%, but due to the greater 
use of appliances, the KWH sales gained 12.9% over 
the previous twelve months. Commercial sales in- 
creased 8.2% but industrial sales, which make up 
about 40% of the total, were down 4%, and total 
sales gained only 1.3%. Turning to the revenue fig- 
ures, we find that residential dollar sales gained 
10.8%, based on an average KWH rate of about 
2.94¢ compared with 3.01¢ in the earlier period. 
Commercial revenues gained 7.3% while industrial 
revenues were down only 1%, reflecting an increase 
in rates for this type of service (ordinarily rather 
unprofitable). Total revenues gained 4.4%. 

The utilities in 1949 benefited by sharply lower 
fuel costs. On a composite basis, fuel expenses, 
which in dollar terms about equal net income, were 
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down 9.8% in the twelve months ended February, 
and while taxes were up 11.4%, total operating 
deductions increased only 2.4%. Miscellaneous in- 
come, while not a very important factor, gained 
sharply, reflecting more profitable gas and miscel- 
laneous operations, so that gross income gained 
13.5%. 

Fixed charges were only 9.8% higher than last 
year (due in part to a substantial credit for interest 
on construction) so that net income gained 14.8%. 
After deducting preferred dividends, the gain in the 
balance for common stock was about 16.2%. Of 
course this would have to be measured against the 
increased amount of stock outstanding at the end of 
the year, figures for which are not yet available. At 
the end of 1948, the common stock equity was about 
$5.6 billion, and some $342 million of new common 
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Important Utility Companies 








Delaware indianapolis Public Public Southern Virginia 
Power & Detroit Illinois Power & Pacific Philadelphia Service Service of California Electric 
Light Edison Power Light Gas & Elec. Electric Elec. & Gas Indiana Edison & Power 
$75 $461 $179 $100 $1,245 $569 $564 $152 $542 $226 
12 102 18 19 254 99 134 18 108 29 
r 2 5 7 6 16 7 13 aS © * weasat 6 
61 354 154 75 975 463 417 131 434 191 
57.3% 56.8% 55.3% 69.6%, 56.1% 52.6% 68.1% 58.1% 46.8% 55.3% 
51.5 56.6 57.8 64.2 56.9 51.2 62.6 52.1 48.2 61.1 
2 TIRE 6.8 17.1 21.6 15.6 5.5 20.1 28.8 16.7 
27.9 43.4 35.4 18.7 21.5 33.2 31.9(c) 27.8 23.0 22.2 
84.8% 96.3% 80.1% 90.9% 69.2% 87.9% 74.1% 100% 100% 94.1% 
Weer i cazees ae 060——t~«C Kaw in 30.0 10.2 ae”———(“it*tC ah lL 5.9 
aaeees 3.7 1.5 9.1 0.8 1.9 Parr aaccue acts ase 
$19 $134 $40 $25 $217 $140 $172 $40 $100 $56 
9 75 18 10 106 59 76 17 33 28 
1 12 2 2 12 12 18 2 12 4 
2 9 4 2 25 14 13 a 11 a 
2 7 a 2 10 15 12 4 9 a 
1 12 3 3 26 8 23 3 12 5 
4 19 9 6 38 32 30 10 23 11 
1 6 2 2 10 9 9 2 4 3 
3 13 - a 28 23 21 8 19 8 
8.8% 6.7% 9.0% 10.1% 11.5% 9.7% 7.4%, 9.0% 10.9% 6.8% 
5.9 8.9 5.2 7.1 5.7 8.3 10.4 6.5 11.6 7.8 
14.7 15.6 14.2 17.2 17.2 18.0 17.8 15.5 22.5 14.6 
80.1 85.5 78.9 77.5 82.5 77.5 82.2 76.1 77.4 80.5 
6.2% 5.5% 5.5% 7.5% 3.8% 6.9% 7.2% 7.3% 5.2% 5.7% 
4.72 3.17 5.11 3.11 3.59 3.47 2.95 4.33 4.11 3.54 
7 Se Corre 4.11 2.36 1.80 2.47 1.32 3.51 2.12 2.42 
$1.95 $1.73 $3.04 $2.89 $2.06 $1.81 $2.25 $2.48 $3.16 $1.65 
61% naa OO, tke ed Og eh wy OC 6% 
41.5% 36.3%, 32.2% 31.6% 30.4% 29.1% 33.4% 31.5% 41.6% 38.0% 
24.1 29.9 25.5 28.5 23.8 22.5 29.0 18.5 20.8 33.7 
21.8 30.2 25.8 34.4 25.2 32.2 32.1 33.3 22.2 17.2 
12.6 3.6 16.5 5.5 20.6 16.2 5.5 16.7 15.4 11.1 
$22 $23 $40 $33 $34 $27 $25 $29 $35 $21 
$1.20 $1.20 $2.20 $1.60 $2.00 $1.20 $1.60 $1.80 $2.00 $1.20 
5.5% 5.2% 5.5% 4.8% 5.9% 4.4% 6.4%, 6.2% 5.7% 5.7% 
11.3 13.3 13.1 11.4 16.5 14.9 11.1 11.7 11.1 12.7 





(c)—Includes Preference Stock. 








stock was issued during the year, or an increase of 
about 6%. On this basis, therefore, there would 
apepar to be a gain in average share earnings of 
about 10% in 1949. Increased earnings for individual 
companies during the year were remarkable in some 
cases; some of the more important gains are listed 
in the appended table. 

In studying individual company earnings, produc- 
tion costs are usually by far the most important 
item influencing the trend of net income. For hydro 
companies such as Pacific Gas & Electric, New Eng- 
land Electric, Niagara Mohawk Power, Southern 
Company, Central Maine Power, etc., water condi- 
tions are all-important. Pacific Gas has been handi- 
capped for several years by lack of adequiate rain- 
fall. Niagara Mohawk and the New England com- 
panies also suffered from irregular droughts during 
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1948 and early 1949 but have enjoyed better hydro 
operations over the past 6 or 8 months. Southern 
Company enjoyed abnormally good rainfall last year 
but this year, hydro power has been running 25% 
less (below normal) with resulting increased pro- 
duction costs. 

Another important production factor is the use 
of cheap natural gas, which is enjoyed by some of 
the Southern companies such as Southwestern Pub- 
lic Service, Central & South West, Texas Utilities, 
and in lesser degree by Southern Company which 
gets some dump gas, and will use gas at its big new 
Yates plant which opens late this year. In Florida, 
oil is mostly used and earnings were stimulated in 
1949 by the sharp decline in oil prices. The northern 
companies may get a little gas to use occasionally 
as boiler fuel when they (Please turn to page 286) 


257 














5 

2 

s 

s 

UJ 

mg hey 
pean + | 


OS re ae 


Reappraisa 


re 
Utility 
Holding 


Companies 


By EDWIN A. BARNES 


Abtter the 1935 Holding Company Act was 
passed, as an anticlimax to the period of hectic hold- 
ing company promotions which culminated in the 
1929 crash, it required some years for the SEC to 
“get its bearings.” The slow process of trial and er- 
ror, both as to formation of policy and clarification 
of the Commission’s legal rights, required about 10 
years. During these and later years, almost every 
holding company filed dissolution plans which were 
revised, amended and in many cases discarded with 
proceedings starting all over again. Sudden changes 
in the market prices of operating company stocks 
made a vast difference in the break-up values for 
the high-leverage holding company securities. A 
classic example is Central States Electric preferred 
stock, which in 1942 sold at 5¢ a share (according 
to Moody’s Manual) and this year made a high of 
$173. Another case was Standard Gas & Electric 
common stock, which a few years ago was de-listed 
from the New York Stock Exchange on the ground 
that it had no indicated value, and this year sold 
over-the-counter as high as 9%. 

The bull market of 1942-46 was a great “catalyst” 
for the SEC’s holding company dissolution program. 
The advance in the prices of underlying securities 
added hundreds of millions of dollars to the value of 
holding company portfolios and made the task of 
allotting values to all classes of security holders 
much simpler than in 1942, when the Commission’s 
“death sentences” meant literally that to the in- 
vestments of thousands of security holders who had 
dabbled in the 1929 holding company orgy. 

In 1949 a number of plans which had been pro- 
gressing for years suddenly ‘jelled,” and the in- 
creased market interest in these securities provided 
good cheer for investors, speculators and arbitra- 
geurs as well. The latter helped to create good mar- 
kets for the new subsidiary company stocks by in- 
itiating “when delivered” trading during the interim 
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periods between the court decisions and the consum- 
mation of the actual exchanges under the plans. 
They protected themselves by selling short the old 
holding company securities as a hedge. This tended 
to stabilize both old and new securities. 

In 1949 and early in 1950, rapid progress was 
made with the break-up of six big systems—Ameri- 
can Power & Light, Electric Power & Light, Niagara 
Hudson Power, United Light & Railways, North 
American Company and Middle West Corp. The pre- 
ferred and common stocks of American Power & 
Light received allocations of five common stocks— 
Texas Utilities, Florida Power & Light, Montana 
Power, Minnesota Power & Light and new common 
shares of the parent company, American Power & 
Light itself. The latter company was kept alive as a 
temporary holding company for the two northwest- 
ern subsidiaries, Pacific Power & Light and Wash- 
ington Water Power. The former has since been sold 
at a good price and the proceeds (a little less than 
$7 a share) will probably be distributed to AP 
holders within two or three months. It seems prob- 
able that Washington Water Power will also be sold 
at some later date although certain stockholders 
have asked that it be distributed pro rata to AP 
stockholders now. In any event, final dissolution of 
AP appears likely in 1951. 


Electric Power & Light 


Electric Power & Light had already disposed of 
some of its subsidiaries and at the time of its dis- 
solution held only the stocks of United Gas and a 
new holding company, Middle South Utilities. The 
latter had taken under its control the three southern 
subsidiaries, Dallas Power & Light, Texas Power & 
Light, and Texas Electric Service. During 1950, 
Texas Utilities has proved one of the most popular 
of the new stocks, advancing from 1914 to 2714. Its 
popularity is apparently due to its location entirely 
in the State of Texas, where there is no state regu- 
latory commission and where state law permits an 
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8% return on the rate base as “reasonable.’”’ More- 
over, the company’s recent earnings have shown a 
sharp gain over last year, partly due to non-recur- 
ring factors. The stock seems to be working into an 
investment position similar to that of Houston 
Lighting, which has long sold on a relatively low 
yield basis. 

Niagara Hudson Power will not consummate its 
dissolution plan until late this year or early next 
year but those who wish to receive 78/100 share of 
* the new merged operating company, Niagara Mo- 
hawk Power, can make the exchange by paying a 










without any assessment, and the old company 
wound up. 

The dissolution of United Light & Railways is 
also “just around the corner.” The program has in- 
volved a number of steps, the latest of which was 
the sale of Kansas City Power & Light to its own 
stockholders at $12 a share (affording valuable 
rights since the new stock was quoted around 30) 
and the distribution of St. Joseph Light & Power. 
The next steps will be the distribution of Eastern 
Kansas Utilities and Iowa Power & Light, with 
Iowa-Illinois Gas & Electric probably to be distrib- 













































































; 50¢ assessment after June 10 (the assessment had uted later in the summer — the last step before 
. previously been reduced from $1 to 75¢). Around dissolution. 
the end of the year, the new stock will be distributed North American Com- (Please turn to page 289) 
— | 
Position and Prospects of Leading U aney muaing Cc ampeny Shares | 
i o> Approx. , Prices Est. wiry 
Recent Range Dividend Approx. Recent Earn. Break-Up 
a... 1949-50 Rate __—Yield Earnings Ratio _—Value COMMENTS | 
INTEGRATED HOLDING COMPANIES a eae = 7 eos 
American Gas & Electric 53!) 55 -37!/, $3.00 5.6% $4.17 12.8 __ First quarter earnings affected by non-recurring | 
’ difficulties. Company plans to continue expan- 
sion program. Management considered excel- 
lent from both engineering and financial 
angles, and stock well regarded in investment 
a ee es ee eee a 7 _circles. a 
Central & South West I5!/, 16!/-10//,, .90 5.8 1.45 10.7 Net income gains about 10 per cent per annum 
| (offset in past two years by new stock issues). 
| May earn $1.55 this year, and further equity 
financing may be deferred to 1952. Increase in| 
a= dividend from 90¢ to $1.00 considered possible | 
s. — _ eee see —— ; __around year-end. 
ld General Public Utilities 17'/, 18!/2-11 1.00 5.7 2.13 8.2 Increase in dividend rate to $1.20 considered 
possible in second half. Further earnings gains 
1d possible due to modernization program, par- 
' — _ — Jee ___ ticularly in the Manila subsidiary. 

Middle South Utilities 19 20!/2-14 1.10 5.8 1.80 10.6 Has stronger capital structure than other south- 
iS ern holding companies. Plans unique exchange 
x of common stock for high dividend subsidiary 
1- _——- ee a ee ee eT —_ Rak preferreds, further improving equity ratio. 
"9 New England Electric System 13 13 - 8 80 6.2 1.38 9.4 Company now enjoying better hydro operations 
and improved earning-power. Anticipated res- 
sh toration of $I dividend rate may be deferred 
“ eT ee ee | until 1951, however, 

New England Gas & Electric. 14!/2 16 - IA .90 6.2 1.51 9.6 Dividend pay-out restricted somewhat by heavy 
AG sinking- fund on debentures. Soundly managed, 

year's level despite 25 per cent lower hydro 
we benefit further by natural gas when this reaches 
1a Se eae ee ack aah hile ai ares eens New England. _ etal Ze 
n *North American Company 20!/2 21'/2-15!/2 1.20 5.9 1.40 14.6 Stock has lost market ‘romance’ since an- 

nouncement of plan to merge with subsidiary, 
& Union Electric Co.; miscellaneous assets and 

cash, equalling several dollars per share, will 
a lodge in Union's treasury, not be distributed to | 
e ee a ee ee es NA Stockholders. 4 

Southern Company 12'/, 13'/,- 8 .80 6.4 1.29 9.7 _ Current earnings are being maintained at last | 
l- eyar'’s level despite 25 per cent lower hydro} 
ld operations (last year was abnormally favor- 
C able). Company will sell | million shares aaa 
n ee ee ee ee feet SA aes July 25th. | 
P Texas Utilities 28 28 -I19 1.28 4.6 2.33 12.0 ‘This stock has proved most popular “among | 

southern holding companies, advancing from | 
)- 19'/2 to 27'/, in 5 months. Company entirely in| 

Texas (no regulation by state). Excellent growth | 
id ab ee aes ee BA: oN possibilities, but Present yield is low (4. 7%). | 
“S COMPANIES IN PROCESS OF INTEGRATION | 
r Electric Bond & Share 20 23. -10//, Stock ‘50 40.0  $25-30fThree issues before SEC: claim of preferred 
f ; stubs, distribution of United Gas holdings, re- 
) cap ‘of American Foreign Power. Complete 

break-up unlikely. Potential tax-free EBS divi- 

ee ee ae ‘Tee i dends after Foreign Power is recapitalized. 
Middle West Corp. 2% 7I/,- 12 Stock 3 Liquidation now approved by SEC, and when 
court also approves, company will distribute 
$2.50 cash; remaining assets, estimated at 50¢ 
A aoe A eee ee = per share to | be distributed at end of 1951. 
yf New England Public Service 7'/y 7'/2- 3 1.23 6.1 5-10 Progress toward dissolution slow, and SEC 
threatens appeal to Federal court to expedite 
5- partial sale of assets to retire bank loans. No 
a a Pk oe on tat ateceliis i : “-. allocation plan yet. 

Philadelphia Compan 21! 24!/5-11 70 33 1.22 $7.6 20-25 Natural gas properties sold for $63 million. 

e P iid 2 2 Funded debt retired, but exchange of non- 

callable preferred stocks may take time. Du- 

n quesne earnings expected to increase about 

Mg —_ : AS, ’ _ Pte a4 " — : 50% by 1951-2 (over 1949). 

) Standard Gas & Electric 10 10 -5 6-10 Break-up value very difficult to estimate, since 
’ Philadelphia Company dissolution may not be 

ir completed for some time and new Standard 

Gas allocation plan has not yet been filed (all 

Ss a meas : hl aes ae —— old plans are being scrapped). 

Wf *—To be merged with its remaining utility subsidiary, Union Electric of Missouri. 

[= t—Complete break-up not anticipated. 
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High Yield Stocks 


IN A 


Buying Range 
By Our Staff 


he broad advance in stock prices within the 
last eleven months has narrowed the list of funda- 
mentally sound equities with an above-average yield 
that should prove dependable. There still remain, 
however, a number of situations which upon careful 
appraisal hold promise of maintaining their liberal 
dividend income in the foreseeable future. As a result 
of extensive research, we have picked five stocks that 
in our opinion command confidence in this respect, 
and we accordingly present them to our readers. 

As high yield is often a signal that investors gen- 
erally distrust the dependability of dividends at cur- 
rent rates, considerable discrimination is essential in 
selecting stocks with proper qualifications. We have 
limited our search to firms that have been relatively 
conservative in their dividend policies, considering 
their past and present earnings record, and whose 
prospects for stable operations in average years are 
bright. In most instances the completion of postwar 
improvement programs may make possible the dis- 
tribution of a larger share of earnings than in the 
recent past, while current broad coverage of divi- 
dends should provide a cushion in the event of a 
moderate decline in net income. 

Included on our lists are representatives of five 
different industries that are strongly entrenched in 


the economy—building, oil, soap, instalment credit. 


and the manufacture of air brakes. The concerns se- 
lected are among the leaders in their respective fields, 
with records that attest to efficient management, 
strong finances and a satisfactory status in the trade. 
Their sales and earnings potentials on the road ahead 
point to continued dividend stability. 

On following pages, we present statistical data 
relative to the five concerns we have chosen, accom- 
panied by brief comments as to their outlook for busi- 
ness in the current year. 
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COLGATE-PALMOLIVE-PEET CL : 
; —+— Price Range 
Soaps, etc. 1929 - 1935 = 
: : High — 99 
Low - 7 = 
— 
> ma 
3 Fi 
Funded Debt: None —} ORSE) See GRMBRNLD — 
Shs. $3.50 Pfa: 125,000 - no par —] eet ard Tet a 
————J Shs. Common: 1,998,238 - no par > , ae NOR — 
————j Fiscal Year: Dec. 31 Ht (a ———}- ——_#¥## Am 
= a 
Shit == ee 
nit — =a 22 
—— =r; —— 
aati: or yp "a2 
eae == 
SS SSS SE 
THOUSANDS OF SHARES WE 5 SSE ARESIE! (DENTS 2a ES — 
} t =n 
2 Se 2 
palit sanaxnaaaed banana anaaahpsdiliasa Ast badacnsacasfeanascaiaala/alsad ssashilalitte-salaat lonadiesatsaleastal tackallin 
1939 1940 1941 1942 1943 1944 1945 1946 1947 1948 1949 | 1980 194 
2.67 | 1.84 | 3,09 | 2.46 | 3.11 | 3,30 | 3.34 | 7.14 | 9.30 | 5.69 | 5,33 | 2: 
1.00 | 1,00 1.50 1.25 1.50 _| 3.75 2.00 4.25 5.00 _ | 3.00 3.00 | ) 5 
3.0 | 31.5 | 35.6 | 40.5 | 48.3 | 43.4 | 47.1 | 47.5 | 53.6 | 45.8 | 46.7 Mecam | - 
COLGATE-PALMOLIVE-PEET COMPANY 
BUSINESS: Company is one of the leading soap manufacturers in the Bl 
world, additionally producing an extensive line of toilet preparations, in- a 
cluding shampoos, dentifrices, shaving creams, face powders, lotions and Ki 
lipsticks. ” 
OUTLOOK: The basic character of the company's numerous products in ol 
meeting essential personal and household needs, together with its strongly in 
established trade names, points to continued growth on a worldwide scale. mi 
The management predicts that tonnage sales of the company’s products p< 
in the current year should continue at about the same level as in 1949. 15 
While dollar sales in the first quarter of 1950 were about 9% lower than ce 
a year earlier, this was mainly due to reduced prices. Despite smaller fre 
volume, though, operating margins widened because the cost of raw mi 
materials declined at a faster rate than those of finished items. In con- as 
sequence, net earnings in the first quarter rose to $1.79 per share from ac 
$1.71 in the like 1949 period. As costs of fats and oils are now relatively th 
stable, there should be no recurrence of inventory losses such as incurred sic 
in the last two years, while satisfactory margins should be maintained ne 
under heavy competitive conditions because prices should be relatively mi 
firm for the company’s highly popular brands. Colgate’s tooth paste, for ar 
example, leads the market by a wide margin, and the new “Fab,” a heavy ye 
duty detergent, has just been placed on a national distribution basis. cre 
Looking ahead, the management sees a bright future for synthetic deter- be 
gents and suggests they may create more stable earnings, as they are he 
not subject to the wide price fluctuations characteristic of fats and oils. tal 
DIVIDENDS: For the past 55 years, dividends have been paid without DI 
interruption. Ample coverage of dividends by earnings is indicated for an 
the current year, and a liberal year-end extra should supplement the cur- of 
rent quarterly rate of 50 cents a share. 
MARKET ACTION: Recent price—45 compares with a 1950 high of 4654 re 
and a low of 42!/4. Based on total dividends paid in 1949, the current : 
yield is 6.6%. it 
COMPARATIVE BALANCE SHEET ITEMS 
Dec. 31 Mar. 31 AS 
1940 1950 Change Ca 
ASSETS (000 omitted) 
| TIRE OO ee canes $ 13,213 $ 14,561 +$ 1,348 rat 
Marketable Securities..................0.0068 150 9,500 + 9,350 To 
Receivables, Net ................ccccccccccsseceeeees 9,804 15,660 + 6,856 Ne 
OP One ae re Rane 18,568 20,953 a 2,385 ani 
TOTAL CURRENT ASSETS........................ 41,735 60,674 + 18,939 Or 
I 0a ey ccnkccnsaesmisceantnvcucniaiins 18,852 35,537 + 16,685 te 
RNIB, Siicons sosenvsrcesticererebsnvesnceescsise 6,943 8,423 + 1,480 
SN MINED 5, 5 cu seca vss cos ascueeyeeckseeseesare 838 4,127 + 3,289 
RUDE LINBBENS oo 5565505 cscs taba od aaticnica $ 68,368 $108,761 +$ 40,393 ui 
LIABILITIES - 
TOTAL CURRENT LIABILITIES.................. $ 10,209 $ 12,640 +$ 2,431 Ac 
MID ivsiisecesencsetssesccenccescsscnees | / Pree = 2,137 Un 
Deferred Liabilities & Reserves............ 4,767 4,330 — 437 Re 
Other Liabilities ......... eee sieliues ee — 170 a 
PONIES RERERE: os o55s006 5055, estsascivenssesyaccacs 12,500 12,500 ee lo 
| ATTN 24,535 24,972 + 437 on 
I Sep Sas ac axsrecaashuyAcaccsbiensvccuonsoasenvens 12,750 54,319 + 41,569 Pr 
TOTAL LIABILITIES ..................ccssssscoocers $ 68,368 $108,761 +$ 40,393 Co 
pe ee $ 31,526 $ 48,034 +$ 16,508 Su 
EN MED 5555 2565p sasnaaadeorsoamaaxauas 4.8 erties ee aicniele TO 
THE MAGAZINE OF WALL STREET fT 














































































































































































































































































































































































































































































































COMMERCIAL CREDIT cc - Cc __FLINTKOTE CO. . 
i Range — : : + : + : Adjusted = — if : } = Price Range —j 
9 + 1935 Finance Company Price Range —] of Roofings — 1929 - 1935 —] 4. 
bh — 9 = 1929 - 1935 — “4 , 
tee oa SR oat High — 523 a 7 . = 
aes 2 ee aH 
fe — + - - Ht 
mame | ——t Funded Debt: $174,500,000 ——} +} — 0 = AE 
= —sns. $3.60 Cv Pfd: 250,000 - $100 par ——_1-___-____+# 1+? EE! SESE oy —Ttt — 
a ———_j Shs. Common: 1,841,473 - $10 par ——};———_ =a EA SACRE PAT DT SE See eae oa z i 
—tr— 9 1 —{ Fiscal Year: Dec. 31 ——~———__+-____——_ ht /O\| SS RR STE NC) GN PoC fo || Ha tt + 
= 2 ==" = SSS Sa 
aa 2 ; —.. 1 2 ae 
MT a S052 3 Fes LS = HH it +f t 
~ ae 1 4 
ie { ey ee 4 Se ee a 
| — eee SE 
= je 
te i oe ot 
t t — Long Term Debt: $5,850,000 15 
a a Se ——— $4 Pfa: 91,000 - no par 
= —_ oe Conan: 1,260,435 - no par —7-——} 
+—__—_——j Fiscal Year: Dec. 31 —+~—___-] 10 
$e + 4 
— —\ THOUSANDS OF SHARES ——| ———T THOUSANDS OF SHARES --——_ J 
at oer T Teal ACT BORE T ae 
ae Ss, Geek ts Reatees ee nae ee To ac 7 ee Sy cae come coremee | 
rm BTYTD WATT PPADT i tohaati amino holt abt foeall tite final tals j i 7 2 
hd 1980 | 1940 1941 | 1942 | 1943 1944 1945 1946 1947 1948 1949 1942 1943 | 1944 | 1945 | 1946 | 1947 | 1948 1949 1950 
3 23 4.65 | 3.56 iar tae 2.40 2.15 3,85 _| 11.00 9.16 paRny) 2.1) 2.10 | 2.35 1.88 | 1.51 {1 38 | 1.32 | 2.81 | 6.27 | 5.86 4.33 ARN. 
0_| ) | 3,25 3.00_| 3,00 | 3,00 | 2.25 2.00 2.00 2.00 3.20 | 4.00 bw. j 1,00 1,00 | 1.00 290 | .90 | .90 | .90 1.25 | 1.50 | 3.00 2.50 e or. 
2 (= a ae ee é ; z = -__juwecn swill 4.5 | 5.5 16.4 16.7 | 10.1 [13.4 | 13.5 | 15.9 | 13.7 [19.9 | 23.1 | 
COMMERCIAL CREDIT COMPANY OF BALTIMORE THE FLINTKOTE COMPANY 
the BUSINESS: A leading finance company with long experience in the pur- BUSINESS: Flintkote’s broadly diversified output of roofing, sidings and 
= chase of instalment paper and receivables, in factoring and in the opera- insulation products find extensive use in the construction and maintenance 
” tion of several insurance companies and manufacturing concerns. of homes and industrial buildings. 
: OUTLOOK: The record boom in automobiles, combined with the increas- Ceneem Continued high level activity by the construction industry is 
me ing amount of appliances now purchased by consumers on time pay- neem a> ana satisfactory “e for = strongly spanner oor 
al d ments, continues to expand Commercial Credit’s acquisition of instalment bisa weir i linallaal a 8 aata™ sg i-Mate yong mangle poe 
e. rials for all classes of buildings. The outlook is also good for sales of pav- 
ucts paper, as has been the case for several years past. In the first quarter of d f d é hal ty Siege i d 
49, 1950, the company’s finance subsidiaries acquired $431.5 million re- gi ben gy gh adoro 4 bein pet gp gp ate oe 
han ceivables compared with $419.8 million the year before, and net income ‘ool foinemee Ses: thay: 5 ceaies pac He Merch 26, 1950, sales of $14 
iller from this source rose to $3 million from $1.7 million. Since earnings accu- pre i cml olilh $032 uililen the weer edge + anne Nein 
ra mulate mainly from former acquisitions, an uptrend in net income is well Fines“ on seieeieeainah tes ileal pies Kees Sl ees The ee a 
-on- assured later in the current year. Net income of the insurance division also penelope ees ddiatiiliieds: ticalh: tiie: taadniaie: Sana: einen salen 
rom advanced in the first quarter, rising to $1.6 million from $1.2 million in : . ; 7 y pall : ¥: 
, é Prices for building materials early this year were quite soft but since then 
ely the related 1949 period. Although net sales of the manufacturing sub- Sasunes clemtaliniane din: coceieamialh shade: wall idle utes acai Mike shea al 
red sidiaries were about 7% smaller than in the first three months of last year, P ee y = P 
: ‘ ° x 1950. In any event, there is little chance of any decline in prices that 
ned net earnings improved by an approximate 4.5%, attesting to efficient mniiibl fendi to) scuaesen ilies commanute aidkaines Tite: comecnia fiansial 
ely management. Total net earnings of the parent company in the first quarter _—o bh ee en vgn 
4 status is exceptionally strong, with working capital of $23.1 million at the 
for amounted to $2.42 per share in contrast to $1.80 for the same span last : pcs 
‘ ; ; start of 1950 at an all-time peak, and with current assets of $30.8 million 
avy year. Settlement of the Chrysler strike should enhance potentials for in- al sae te pest ; 4 
: i Aseee : . A compared with current liabilities of only $7.6 million. Operations in the 
isis. creasing acquisition of time paper as 1950 progresses, with corresponding ee ry valine me tl ; han $25 million i 
ter- benefit to earnings in due course. All of the company’s preferred stock engl puieainener-vsaitar- yen senate easing te ae ool 
ter . spades F i : war for expansion and modernization of Flintkote’s facilities, more than 
are has been retired or converted into common, and to increase working capi- doubling the book value of these plants in the space of four years 
vils. tal, a new issue of $25 million non-convertible preferred has been planned. P y - 
. mee ; DIVIDENDS: For fifteen years past, dividends have been paid regularly, 
— DIVIDENDS: Shareholders have received dividends regularly since 1934 as well as in the 1927-30 period. Quarterly dividends are maintained at 
OF and prior to 1933 since 1913. The March, 1950 payment was at the rate the rate of 50 cents a share, and a year-end extra of 50 cents paid last 
cur- of $1.20 quarterly, compared with 90 cents a year earlier. December may be repeated. 
65, MARKET ACTION: Recent price—65 compares with a 1950 range of high— | MARKET ACTION: Recent price —30!/, compares with a 1950 high of 
; 65, low—57!/. Based on the indicated dividends for 1950, the current 333% and a low of 29/44. Based on annual dividends of $2.50 a share, 
en yield is 7.3%. the yield is 8%. 
COMPARATIVE BALANCE SHEET ITEMS COMPARATIVE BALANCE SHEET ITEMS 
December 31, D ber 31, 
1940 1949 Change 1940. 1949 Change 
ASSETS (000 omitted) ASSETS (000 omitted) 
. MUI ofa sccg dccecsgasvudcuden eoeteaneacdtessstaeaseecaky $ 33,980 $ 56,941 +$ 22,961 MIT acids asain dapierasaadcedaadonmiannenieansiaaion $ 3,249 $ 8,482 +$ 5,233 
348 Moartcetelole Securities..............cccccesscccsoes  senenees 69,311 + 69,311 Marketable Securities................00000c:006 0 seceeeee 10,707 + 10,707 
350 RRR ESRI aR re ain oer a eR Se 6,576 + 6,576 WN COE oo, ca cacavcacencessaucccnsancens 2,345 5,286 + 2,941 
856 Total Receivables, Netf....................00008 299,443 521,971 + 222,528 DN ooo ooo carcn cs ceadencecccaactendescs 2,352 6,333 + 3,981 
385 Net Property ie Neate sates 6,213 oe 6,213 TOTAL CURRENT ASSETS........................ 7,946 30,808 + 22,862 
939 Investments 4,995 40 we 4,955 Plant and Equipment.............................5 12,770 45,735 + 32,965 
685 Other Assets ase 1,597 7,873 + 6,276 a III os casccccsncdacvscvccctarsssescae 5,522 14,312 oo 8,790 
480 IEE NER E o ece cncsnesevenvcassvexesevenvexes.coee $340,015 $668,925 +$328,910 OU PUNO cece es sccakenecsactetcecasccesnesssees 7,248 31,423 + 24,175 
289 I iss vcs ik ocdasscaucscdiabemiunadioncces 171 1,970 - 1,799 
nd LIABILITIES | ___ i  aR a  me a e $ 15,365 $ 64,201 +$ 48,836 
Accounts Payable ........................00cceceees $ 8,207 $ 8,304 +$ 97 LIABILITIES 
431 EOFS Sccsvscsccisescess ‘ice 3,816 11,271 + 7,455 Accounts Payable ..................c:ccccceeseseee $ 1,374 $ 2,342 +$ 968 
137 WRU UIGD: veavicenksndssdocsscivsncdedddescsteew ensues 18,167 + 18,167 PI adrian ciedadindtusensnacesadeleciinsaveswuans 481 1,134 + 653 
437 Urrmarmed Prembens .........ccccccccccsccscsosess —— seneceee 32,332 + 32,332 DR NII os ieee ciicnaddssececsncedccetaxdéves 561 4,137 ae 3,576 
470 III: sscsscevsecsssarnes “a 33,385 26,315 —_— 7,070 TOTAL CURRENT LIABILITIES.................. 2,416 7,613 a 5,197 
Other Liabilities ............... a 46 4,392 + 4,346 Notes Payable ....................ccccccesseeeeee 2,025 5,850 + 3,825 
437 Long Term Notes ............. ie 30,000 174,500 + 144,500 MUNG MOIS. on sce sscccccdscccasaccccnacesdiesess -« ontanace 9,665 + 9,665 
569 Short Term Notes ............. 199,669 285,775 + 86,106 CD iassssccccsedesicsenesccaavosssescuses 6,697 20,939 + 14,242 
° Preferred Stock ...... 12,194 24,984 + 12,790 I is iscsi saci casdan ists tines snccsDanssuemeiansés 4,227 20,134 + 15,907 
393 Common Stock ..... 18419 18,4170 — ee OES eae eens $ 15,365 $ 64,201 +$ 48,836 
508 Ce .. 34,279 64,468 + 30,189 WORKING CAPITAL ......0.....0.cccccccccceee $ 5,530 $ 23,195  +$ 17,665 
sonnee TOTAL LIABILITIES ................. $340,015 $668,925 +$328,910 CURRENT RATIO . 3.2 4.0 + 8 
a JUNE 3, 1950 261 











































































































































































































































































SHELL OIL CO. suo : WESTINGHOUSE Am eee hve eR a 
—f- — Price Range ce) eR i . 
} 1929 - 1935 —] + } 
q . + High - 313 — t T 
ore - 6 t { 
dH H4 ireia Sai ia ' 4 4 
ite co WAS ee NEI oa =a S cecsibanien te 12 oe at 
codh-ieetini —— Cit LR a mnie a ee Me ; eae t ! 
—yt— hl ng — tH —Hnt t z 35 + 4 }Funaed Debt: None 
i Di S| t . : t t ]Sns.Cap.Stk: 3,172,111 - Lo par 
ae tht . t 30 : : {Fiscal Year: bec. 31 
f uy a : t | 
' 1 i a Set ¢ Mean] Gare SPE. a 
t t i 25 - vet 1 
1 —+— t— T if { i ‘s tr f 
— 2 ee i f i in 1 
i 20 i H Viren 
t doe t t It ra 
= CSS | } { { it { 
a = — t } | t t | 
as oe mM volt dual tlt lth “al ba rs 
et }Funaed Debt:  $120,672,000 | = | 5 ya inl 
= ce {Siis. Common: 13,470,625 - $15 par | ett 
a i }Fiscal Year: Dec. 31 4 “ t 
a t 3%! AGAR Ree t Sa RIE { | ee Rees See Se 
4 | ae i + 4 
} THOUSANDS OF SHARES ~+ aan | T T t TH AN F SHARES 
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1940 | TT 1944 1945 | 1946 | 1947 | 1948 a 1939 1940 1941 1942 1943 1944 1945 1946 | 1947 1948 | 1949 | 198 
781 1,05 12,30 1 3,2 | 1.82 1 2.09 | 2.13 | 2.44 | 4.44! 8.27 | 5.67 | nent 87 | 876 1 4.9) | 2.33 | 1.42 11,68 | 1.30 | 3.06 | 4.22 15.00 | 3.14 
50 75 iB 00 1,00 1.25 | 1,50 | 1,50] 1,50| 2.25) 3.00 | 3.00 | bw. 623 7.751 koto.) 2.25 1.29..1.1,25 tz) 13.75 3.00 | 3.00 | 2.00 
87.7 95.9 | 84.0 95.7 90.1 | 114.0 | 146.4 | 179.5 | 114.6| 128.5 | 146.3 jWwko Cap $lj/ 32.1 | 31.9 | 31,5 32.9 34.4 | 35.6 39.4 45.2 49.0 | 54.9 58.1 |w 





SHELL OIL COMPANY 


BUSINESS: As the American unit of the Royal Dutch-Shell group, this 
company ranks among the leaders in the domestic oil industry. Opera- 
tions are fully integrated from production of crude oil to refining and 
nation-wide marketing. 


OUTLOOK: In view of the rapidly expanding number of motor vehicles 
on the road and the increasing popularity of petroleum fuels for heating 
and generating power, this strongly entrenched concern should operate 
very satisfactorily in the current year. Prices for gasoline may stiffen in 
the near term because of rising demand and restricted supplies occasioned 
by voluntary and involuntary curbs on production of crude oil. Shell Oil's 
six large refineries also turn out substantial quantities of chemicals and 
various petroleum products, the demand for which should continue high 
in the current year of high-level industrial activity. In the past five years, 
capital expenditures have totaled more than $477 million, the fruits of 
which should become increasingly apparent. Evidence of this was shown 
last year when despite a marked downtrend in prices, the management 
reported the second highest earnings in its long history. Furthermore, very 
conservative accounting methods are used in computing earnings, since 
all intangible drilling costs are charged against income. Sales of $213.7 
million in the first quarter of 1950 were about 4% higher than a year 
earlier and net earnings of $1.64 per share advanced from $1.59. Com- 
pletion of large scale improvements should tend to widen margins on 
sales henceforth and perhaps stimulate an uptrend in net income. The 
company’s proven reserves of crude oil are fully adequate to meet all 
requirements. 


DIVIDENDS: Except in the early 1930s, payments have been made regu- 
larly since 1922. A quarterly dividend of 50 cents a share was paid on 
April 14 and should be easily maintained, if not liberalized before long 
now that capital needs are less pressing. 


MARKET ACTION: Recent price — 43 in contrast to a 1950 range of 
high—44, low—34!/2. Based on total dividends of $3 per share in 1949, 
the current yield is 7%. 

COMPARATIVE BALANCE SHEET ITEMS 


December 31, 





1940 1949 Change 
ASSETS (000 omitted) 
DIRE cciacxs nasunp Mees Wasebeaduasasnsesenienne $ 41,548 $ 48,319 +$ 6,771 
Marketable Securities . ssunavescaciese 16,243 24,737 +- 8,494 
Receivable, Net ......... 23,632 69,816 + 46,184 
Inventories ...... 48,186 112,565 + 64,379 
TOTAL CURRENT ASSETS.. 129,609 255,437 + 125,828 
Plant and Equipment 640,484 1,055,257 -+ 414,773 
Less Depreciation ...................... 412,715 711,337 -+ 298,622 
Re SEY .0.5550555..5 05.4.5. 227,769 343,920 + 116,151 
Investments .......... 17,252 36,159 + 18,907 
IN a n/5).26pi0 Xughpn dbo snonshspphcabibiertos 9,379 8,079 - 1,300 
TOTAL ASSETS . ... $384,009 $643,595 +$259,586 
LIABILITIES 
| a eee $ 15,386 $ 64,272 +$ 48,886 
IE Sra a ascenestevil thse cuntscentseirt seven seaon 4,523 9446 } 4,923 
NN 8 oo sndodidadeassdcvecaens 13,725 35,331 + 21,606 
TOTAL CURRENT LIABILITIES.................. 33,634 109,049 + 75,415 
Other Liabilities ................ oriae | ne. Rar 1,151 
Funded Debt .......... 120,672 + 35,427 
EN cc cicngssoxsisciqasacscupescsecccs, “TMI, eedasess 33,123 
Common Stock ......... 202,059 + 6,000 
| eee 211,815 + 177,018 
TOTAL LIABILITIES $643,595 +$259,586 
WORKING CAPITAL ............ $146,388 +$ 50,413 
CURRENT RATIO .......... 2.3 ao 1.5 
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WESTINGHOUSE AIR BRAKE COMPANY 


BUSINESS: Company normally produces about 75% of total air brake 
equipment purchased by American railroads, besides a long line of simi- 
lar devices for trolleys, coaches and other vehicles. 


OUTLOOK: Following a year of very abnormal recession in demand for 
new railroad cars, the business of this leading air brake manufacturer has 
started to pick up. Pressure is being brought on the railroads by Wash- 
ington to order at least 86,000 new freight cars in the current year, and 
double the quantity in 1951 and 1952. Backlog orders of the car builders 
this year have mounted substantially and all of the units will require new 
brakes. Despite all handicaps faced by Westinghouse Air Brake last 
year, replacement sales and volume of parts plus items unrelated to rail 
equipment enabled the company to report total sales of $76 million, only 
15% below the previous year. Net earnings of $3.14 per share compared 
with $5 in the more normal preceding year. In the first quarter of 1950, 
the business had not yet benefited from improved conditions now express- 
ing themselves, and net earnings were undoubtedly at a low mark of 52 
cents a share. Considerable improvement should follow in coming quar- 
ters. The company for decades has always maintained an impregnable 
financial position, and as of December 31, 1949, reported current assets 
of $72.6 million compared with total current liabilities of $14.5 million. 
$50 million holdings of cash and government bonds alone exceeded cur- 
rent debts by a margin of better than three for one. Common stock repre- 
sents the sole capitalization, as neither preferred stock nor funded debts 
appear on the balance sheet. 


DIVIDENDS: The unbroken dividend record since 1875 is one of the 
longest, and despite yearly fluctuations in earnings should be comfortably 
continued because of the company’s strong finances. Quarterly distribu- 
tions of 50 cents a share seem secure. 


MARKET ACTION: Recent price — 25!/. compares with a 1950 high of 
2734, and a low of 244. The indicated current yield is 7.7%. 


COMPARATIVE BALANCE SHEET ITEMS 


December 31, 



















1940 1949 Change 

ASSETS (000 omitted) 
Cash . sinless SA talks GUMS sas sn esauscaesopsaurersee $ 15,341 $ 8,492 —$ 6,849 
Marketable Securities. 7,316 41,743 + 34,427 
I is sevice svete vstnnene stedadnesis 5,762 6,111 + 349 
Inventories .... , cameaxse 10,385 16,287 } 5,902 
TOTAL CURRENT ASSETS...................... . 38,804 72,633 + 33,829 
Plant and Equipment..... iavieacenetessletonsiaie ; 20,377 22,655 + 2,278 
Less Depreciation 10,485 13,285 + 2,800 
Net Property 9,892 9,370 522 
Investments 5,461 4,451 1,010 
IE isc ad's sabiacdbanenter ssogainausedvesy® 2,672 627 2,045 
RPMI MIEEG csescsesosseccencns¥accoee cune . $ 56,829 §$ 87,081 +$ 30,252 
LIABILITIES 
PETE DEVENS «20.50.5605 scsi cceiciscccnseseces $ 1,254 $ 2,281 +$ 1,027 
IN, “aiikacs siuss ovsiweehebavcsbsesienccensisteou« 1,279 12,171 + 10,892 
Accrued Taxes oo ieee 4,368 
TOTAL CURRENT LIABILITIES 6,901 14,452 oe 7,551 
EE EIR pee 1,679 3,578 ++ 1,899 
Other Liabilities . 73 26 - 47 
Capital Stock .. 34,893 34,893 — ee 
NIB: ccc e005. 13,283 34,132 + 20,849 
TOTAL LIABILITIES ... $ 56,829 $ 87,081 +$ 30,252 
WORKING CAPITAL . $ 31,903 $ 58,181 +$ 26,278 
ET IIE 55 Sasi spevde ses acdeGechdeniioher ses 5.6 5.0 -- 6 
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= political and economic conditions 
have posed knotty problems for businessmen since 
the war. Inflationary forces, accompanied by wide 
fluctuations in commodity prices, have been particu- 
larly hazardous for merchandisers accustomed to 
having substantial investments in inventories. A 
comparison of Sears, Roebuck & Company with 
Montgomery Ward & Company in the light of recent 
experience is especially interesting because the two 
managements have followed divergent policies. 

Although hindsight is far more dependable than 
foresight, as the old proverb says, a comparison of 
these leading mail order concerns raises the ques- 
tion as to whether the Montgomery Ward manage- 
ment, under direction of Mr. Sewell Avery, Chair- 
man, has gained full realization of its opportunities. 
Somehow the record of aggressive expansionism 
contrasted with extreme conservatism reminds one 
of the Biblical parable of the talents. It is not too 
difficult to draw a parallel between Montgomery 
Ward and the servant who, having received one 
talent, “went and digged in the earth, and hid his 
lord’s money.” 

There is no intention in this discussion to com- 
pare personalities, of course. Moreover, the post-war 
readjustment has by no means run its course, and 
who is to say at this stage whether conservatism 
may not have been the proper attitude in the long 
run? Only a cold analysis of statistical data is con- 
templated here in an effort to shed light on actual 
as well as potential values of the two stocks under 
survey. Nor will there be any attempt to draw 
specific conclusions. It is possible, of course, to 
demonstrate that one stock is intrinsically more 
fully appraised than the other; it is possible also to 
show that one company has greater potentialities of 
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Comparative Analysis of The 
Two Great Mail Order Companies 


By STANLEY DEVLIN 


growth than the other. It is impossible, on the other 
hand, to say positively that such growth is assured. 

While this is not the place for dealing in person- 
alities, it is only fair to say that Montgomery Ward 
is a “one-man management” in that policies are de- 
termined by Mr. Avery, whereas Sears Roebuck is 
a “team” organization with responsibilities assigned 
to various officers who report to the president and 
the board of directors. Records are inadequate to 
prove which of these two contrasting forms of cor- 
porate management is the more effective. In some 
instances, one-man concerns have established envi- 
able records of progress by enjoying freedom of im- 
mediate action. Such companies generally are con- 
sidered vulnerable to possible loss of a vital driving 
force. 


The Long Term Record 


Turning now to experiences of the two companies 
over the last decade, covering the war years and 
subsequent readjustment to peacetime conditions, let 
us examine records of sales, earnings, dividends, 
working capital and other financial data. Relevant 
information has been compiled in the accompany- 
ing tabulation for ready reference. Charts of price 
fluctuations also are shown so that one may compare 
the public’s appraisal of market prospects over re- 
cent years. Incidentally, the charts indicate that in- 
vestors have adopted a more cautious attitude 
toward Montgomery Ward than Sears, for the 
former’s shares have not yet recovered to the peaks 
of 1947 and 1948, whereas at around recent levels, 
Sears had advanced to the best figure since 1946. 

The effect on sales of contrasting expansion poli- 
cies is readily discerned. Whereas Sears’ sales for 
the fiscal year ending January 31, 1941, approxi- 
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mating $704 million, were not quite 40 percent 
greater than Montgornery Ward’s volume of $516 
million, last year the advantage was almost exactly 
100 percent. In short, Sears has upped its shipments 
almost 200 percent to $2,169 million, while Mont- 
gomery Ward’s volume had grown in the decade 
barely more than 100 percent at $1,084 million. Net 
income followed approximately the same pattern. 
Earnings of Sears rose from about $36 million for 
the fiscal year ended January 31, 1941, to $108.2 
million in the latest period, an increase of about 200 
percent. On the other hand, Montgomery Ward’s net 
income slightly more than doubled in the same 
period in rising from $23 million to $47.8 million. 

Unfortunately for the reader, discussions of this 
kind are so interspersed with statistics that they are 
apt to become tiresome. Comparisons of price-earn- 
ings ratios, book values, profit margins, inventory 
turnover, etc., are meaningless, however, except 
through the use of actual figures and percentages. 





Accordingly, even though round numbers be used 
wherever possible, it will be necessary to present 
numerous data to bring out the similarities or dif- 
ference in these two companies. Statistics on capi- 
talization, prices of shares, etc., are shown else- 
where, and reference may be made to these compila- 
tions in subsquent comparisons. 

Bearning in mind that Ward, with slightly more 
than one-fourth the number of common shares, is 
selling currently 14 or 15 points higher, let us re- 
view a few earnings and dividend records. Taking 
first per share earnings, here is a quick survey 
(fiscal years ended January) : 





Sears Ward 
LN RN eo Ae EERE, of re eCReMER Fes $4.58 $ 7.13 
J SSG Seer re Sen greets 5.80 10.28 
De WORE SOVIAIO 5:5: 6:6:0'516.0 3:s10. 5's soap e ise wiiplesie 4.14 7.64 
RO-FORE RUCEADS | 6 6.6K: 54ceG eee 66 vise 2.82 5.96 


Here it may be seen that Ward’s earning power 
currently is more modestly appraised 





than that of Sears. This is brought 





Comparative Statistical Summary 


out more strikingly in the following 
comparison of price-earnings ratios: 














INTERIM REPORTS: For Period of... 
































Net Sales (000 omitted) ee $ 244,194 
Pre-Tax Margin |... 5.9% 
Net Income (000 omitted) $ 9,458 
Net Profit Margin . 3.8% 
Net Per Share $ 1.40 
EARNINGS & DIVIDEND RECORD (per share) 
10 Year Average Earnings 1940-49. $ 5.96 
1948 Dividend $ 3.00 
1949 Dividend ..... $ 3.00 
10 Year Average Dividend 1940-49. $ 2.40 
BALANCE SHEET ITEMS (000 omitted): As of... 1/31/50 
| Cash or Equivalent $ 130,214 
Cash Assets as % of Current Assets. nnn 23.6% 
Inventories $ 227,210 
Inventories as % of Current Assets. nccccnnnnen- 41.2% 
Total Current Assets $ 550,679 
Total Current Liabilities $ 94,185 
Net Working Capital $ 456,494 








Current Ratio 5.8 














Total Assets $ 589,085 
Book Value Per Share $ 73.01 
Net Current Assets Per Share* $ 67.09 
Recent Price of Common 583, 
Dividend Yield (on 1949 Dividends), E 5.1% 
Price-Earnings Ratio (to 1949 Net)... 8.1 


_3 mos. end. 4/30/50 3 mos. end. 4/30/50 


Montgomery Ward — Sears Roebuck Sears Ward 

CAPITALIZATION: As of 1/31/50 1/31/50 aia ane dane ieeniana eH - 
Class “A” Stock (number of shares) 201,544 ee 5-year average Sek ot) 78 
Common Stock (number of shares) 6,502,378 23,646,513 10-year average.......... 16.0 29 
Number of Retail Stores (1949) 621 654 
Number of Mail Order Plants (1949) 9 i The fact that Sears, around recent 
Number of Order Offices (1949). 259 358 levels, was selling at about ten times 
INCOME ACCOUNT: For Year Ended 1/31/50 1/31/50 last ey 8 saan Gan ee 5 ova 1949 
Net Sales (000 omitted)... $1,084,436 $2,168,928 mandced a price only 6.4 umes 
Neb Seles Per Shove $ 166.77 $ 91.72 earnings suggests investor prefer- 

" ee ence for the former. Whether or not 
Operating Earnings (000 omitted)... $ 80,799 $ 194,290 é hae oat a 
aaa eae ras ASIN 2 ic 7.4% 8.9% this mass opinion is influenced by 
Net Income (000 omitted) $47,787 $ 108,206 management problems that came out 
Net Profit Margin.............. a a eine 4.4% 4.9%, into the open a year or so ago, when 
soy nl $7.13 $ 458 several officers and directors of the 


Ward company resigned, is anyone’s 
guess. One must draw his own con- 





(*)—After deducting senior securities. 
(E)—Estimated. 











$ 521,972 clusions in that regard. 
Dividend Comparisons 
Perhaps an evident higher regard 
for Sears is caused by the prospect 
$ 2.82 of more rapid price appreciation 
$ 2.25 over a period of time or by likeli- 
$ 2.25 hood of a more generous dividend 
$ 1.43 return. Here again, comparison of 
1/31/50 past performances discloses more 
$ 194,954 satisfactory progress on part of the 
32.2% larger company. Consider dividends 
$ 321,396 in recent years: 
$ Bit _ Sears Ward 
$ 193,740 MUD ea cc atotakalavescee denies Stare $2.25 $3.00 
’ 1). ear eee ten are 2.25 3.00 
$ 411,546 5-year average ......... 1.61 2.80 
3.1 10-year average ......... 1.43 2.40 
$ 808,456 
$ 26.00 Now observe that the figures sug- 
$ 17.40 gest Sears management favors dis- 
44V/4 bursement of a greater proportion of 
5.0% earnings than Ward: 
i Sears Ward 
LC) EE a Sere eee ere 50.0% 42.7% 
BIS sido etoraleices aeeeiwleis 38.8 29.9 
5-year average ........ 47.4 41.9 
10-year average ....... 47.4 41.9 
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As for yields, there is littie 
to choose. Sears, for example, 
affords a yield of 5 _ percent 
on last year’s $2.25 dividend, 
while Ward yields a trifle more 
on the indicated $3 annual 
rate (including a customary 
year-end extra of $1 a share). 
Over the last five years, the aver- 
age dividend on Sears of $1.61 a 
share would yield 3.6 percent at 
current prices and on the same 
basis Ward’s return would be 4.7 
percent. On average dividend 
payments for the last decade, the 
stocks at today’s prices would af- 
ford yields of about 3.1 percent 
and 4.3 percent, respectively. 

In the matter of intrinsic 
values, Ward appears to hold an 
advantage. Conservation of earn- 
ings has enlarged book values 
with the result that Ward’s asset 
value has increased to well above 
market quotation. To be specific, 
book value of Sears at the last 
year-end stood at $26 a share, 
compared with about $12 a share 
ten years earlier. Ward’s book value amounted to 
$73.01 at the end of January, against $36.38 ten 
years ago. Thus, while appreciation in book value 
was slightly greater percentagewise in case of 
Sears, the latter’s stock currently is priced not far 
from double book value, while Ward’s market evalu- 
ation is some 17 percent below book value. 

Now what about sales policies and their effect on 
earnings as well as growth in assets? Sears showed 
operating income last year of 9.1 percent of sales, 
compared with 11 percent in the previous year. In 
like manner, Ward’s operating income was only 7.8 
percent last year and 9.7 percent the year before. 
Net income of the larger company came to 4.99 per- 
cent of sales in 1949, against 5.98 percent in 1948, 
whereas Ward showed 4.41 per- 
cent and 5.63 percent, respec- 
tively. These comparisons, sup- 
ported by inventory turnover 
results, suggest greater merchan- 
dising efficiency in the case of 
Sears. Inventory turnover by 
Sears has averaged about six 
times a year in recent years, 
whereas Ward’s record has been 
only about 4.5 times annually. 
Last year the comparison favored 
Sears by 6.7 times against 4.8 
times. 

Apparent greater merchandis- 
ing effectiveness finds reflection 
in a higher return on invested 
capital. Over the last five years, 
Sears has shown a return of 
about 18 percent on invested capi- 
tal and over the ten-year period 
it has been about 15 percent, 
whereas for Ward the average 
has approximated 11 percent. 
This evidence of progress may be 
attributed primarily to the fact 
that Sears has enlarged and mod- 
ernized its selling organization. 





Funaed Debt: 
Sns.Cap.Stk: 
Fiscal Year: 





1939 1940 1941 
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Mail Oraer & Chain Stores 


SEARS, ROEBUCK & CO. s 





Adjusted 
Price Range 
1929 - 1935 
High — 453 
Low — 2% 


Mail Oraer 


None 
23,634,205 - no par 
Jan. 31 


THOUSANDS: OF SHARES 


1942 1943 1944 1945 1946 1947 1948 1949 1950 


Relatively better results have been achieved 
through store modernization programs. Although 
large sums have been expended in extending store 
operations, sales have grown at a proportionately 
higher rate. Hence, the figures indicate that growth 
has not been attained at the expense of operating 
efficiency. The more rapid inventory turnover ob- 
tained by Sears has helped minimize risks and has 
lowered distribution costs. 

Summarizing these comparisons, it may be noted 
that Sears has done more with available working 
capital than its competitor. Examination discloses 
that last year Sears had sales volume slightly more 
than five times working capital — the latter was 
about 19 percent of sales. (Please turn to page 288) 


Price Range 
1929 - 1935 
High — 156 
Low — 3% 


Funded Debt: None 
Sns.$7 Cl A: 
Sns. Common: 
Fiscal Year: 


201,554 - no par ; 
6,502,378 - no par 
Jan. 31 


THOUSANDS OF SHARES 


1942 1944 1945 1946 1947 1948 1949 
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.... Recent. 


Dividend Increases 
—How Dependable? 


\\ 


7 heartening upsurge in confidence over 
economic conditions during 1950 was in no small 
degree responsible for quite a flood of increased divi- 
dend announcements. On an over-all basis, cash divi- 
dends in the first quarter were 9.8 higher than in 
the corresponding period the year before, thus get- 
ting the current year off to an unusually encour- 
aging start. 

Numerically, however, many if not more concerns 
cut, deferred or eliminated payments than in the 
same 1949 quarter, indicating that numerous enter- 
prises either had not surmounted their last year’s 
readjustment problems or, under the impact of in- 
tensified competition, recognized that their earnings 
in the medium term no longer would warrant divi- 
dends at a former boom rate. 

In the circumstances, it seems timely and per- 
tinent to examine rather carefully the circumstances 
that prompted many leading managements to ex- 
press increased dividend liberality at the beginning 
of a year that admittedly had numerous uncertain- 
ties clouding the second half and beyond. The ques- 
tion naturally arises whether current high earnings 
or ample dividend coverage will endure for long in 
some cases, or if the increased rates may likely 
prove to be short-lived. To aid our readers, we have 
carefully studied a number of situations in which 
they may be interested, and present our comments 
herewith. 

The action of Acme Steel Company in declaring an 
interim dividend of 40 cents per share payable June 
12, compared with 35 cents in the March quarter, 
reflected confidence in the intermediate outlook as 
well as in immediate conditions. Sales of $16 mil- 
lion in the first three months were almost double 


By GEORGE W. MATHIS 
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\N those in the December 
\S quarter, when the steel 
strike hampered opera- 
tions. Net earnings rose 


even more sharply to 81 
cents a share from 23 cents. 

Compared with the 
March period a year ear- 
lier, volume rose about 
10% and net earnings 
were up 22%. The lift in 
the dividend rate, how- 
ever, should be considered 
less as an advance than as 
a restoration to the level 
that prevailed in the third 
quarter of last year, when 
40 cents a share was also 
paid, an initial payment 
following a 2-1 stock split 
in midsummer. Prior to 
then, the rate (adjusted) 
had been 50 cents a share, 
thus the recent advance 
did not fully restore pay- 
ments to the level of the 
first half of 1949, and 
there is still room for im- 
provement. 

Considering the fine rec- 
ord of this producer of 
steel sheets and numerous 
fabricated specialties, in- 
cluding an unbroken divi- 
dend history since 1901 
and uniformly profitable 
operations even in a depression year like 1932, there 
seems small doubt as to the continuity of distribu- 
tions at the recently improved rate or better. The 
earnings record attests to exceptionally well con- 
trolled costs and a strong position in the trade. 

With sales in the first quarter at the rate of $64 
million annually and conditions in the industry now 
very bright, it is possible that net earnings this year 
may exceed $3 per share compared with $1.91 in 
1949. As the company has no further adjustments 
to make, and ample finances have consistently per- 
mitted liberal dividends, the current dividend rate 
seems unquestionably secure. This belief is strength- 
ened by the fact that no senior securities precede 
the one class common stock. 


Maytag Company 


A sharp spurt in volume and earnings of Maytag 
Company in the first quarter compared with the 
year before, combined with strong prospects for 
good business in 1950, influenced the directors to 
raise the quarterly dividend rate recently to 35 cents 
a share from 25 cents. As earnings have averaged 
about $4 a share for the last three years and the 
financing of plant improvements no longer induces 
dividend conservatism, it seems logical that higher 
dividends should be paid, at least until the business 
climate starts to deteriorate. 

Maytag, however, has benefitted substantially 
from the postwar boom, with annual volume rising 
about fourfold from levels prior to 1944. Its earn- 
ings record for many years before the war was me- 
diocre and marked with occasional deficits, while 
between 1931 and 1946, the company paid dividends 
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in only three years. In postwar, the annual rate has 
been increased from 25 cents in 1946 to $1.25 in 
1949, with an indicated $1.40 in the current year. 
To judge from net earnings of $1.68 a share in the 
first quarter, dividend coverage should be very wide. 

By retaining a substantial portion of high earn- 
ings in recent years, Maytag, a leading producer of 
washing machines, gas ranges, ironers, etc., has car- 
ried out a sizable expansion program without re- 
course to borrowing, and lately retired all of its 
outstanding 6° first preferred stock. Through a 
good dealer organization, it had sold more than 6 
million washers by the end of last year. As long as 
the national income remains at a high level and new 
home building continues, the company’s earnings 
should comfortably support dividends at the in- 
creased rate, although competition in this field has 
become increasingly severe. 


Other Factors Entering Dividend Decisions 


In the case of many companies, an advance in re- 
cent earnings has not been wholly accountable for 
improved dividend liberality. This has been true 
particularly with some oil companies which in post- 
war had paid ultra-conservative dividends in rela- 


tion to net earnings. As a sample, take Atlantic Re- 
fining Company that recently raised the quarterly 
dividend from 50 cents a share to 75 cents. For the 
last two years this strong concern has paid only $2 
a share annually, although its earnings in 1948 were 
$12.68 and in 1949, $9.51 per share. In the first 
quarter of 1950, despite a 6% decline in volume 
from the related 1949 period, net earnings of $3.09 
per share compared with $2.7: 


Further Improvement Possible 


In other words the advanced dividend was hardly 
more than a token to shareholders, as the new in- 
dicated rate for all of 1950 was fully earned in the 
first three months. Assurance of stable dividends, 
accordingly, is certain at the higher rate, and fur- 
ther improvement may follow within a reasonable 
time, in proportion to lessened needs for capital 
expenditures. 

Following a 1!% to 1 split-up of its common 
shares, Proctor & Gamble Company paid an interim 
dividend of 65 cents per share in May against an 
equivalent of 50 cents in the preceding quarter. In 
the past two fiscal years ended June 30, the com- 
pany had to contend with (Please turn to page 283) 









































| 
| 
| Companies Which Have Recently Increased Their Dividends 
| Net Sales = Operating Margins Net Per Share———— Div. Per__ Interim Payments. "ii - 
| 1949 1948 1949 1948 Ist Quarter Share Raised Recent  Yieldt 
| ($ millions) Yo % 1949 1948 ~—-1950 1949 From To Price =, 
| Acme Steel $50.2 $60.3 12. 0% 19. 1% $1.91 $3.68 $81 $1.75 $.35Q $ 40Q 23% 7.5% 
| Armco Steel 341.3 382.5 13.2 13600©—(o7.68)~——CO72«9Hst—“‘ié‘iwBSSCSCi«‘iKOCSC«i« QC 36%, 6.7 
| Armstrong Cork 163.3 173.0 10.1 10.3 6.57 7.54 3.00 50Q 65 51%, 5.8 
|Atlantic Refining 4464 435.1 9.7 125 951 1268 3.09 2.00 50 75 53% 3.7 
| Avco Mfg. Corp. 3 140.5 4.5 10.2 54 wi 30 15(I)—.20(I) 8 ~ 
Bethlehem Steel N 1,266.8 1,312.5 13.1 114 9.68 9.36 2.50 240 60Q 75 36% 6.5 
Bliss & Laughlin 170 #183 © §©86 11.4 2.03 2.30. 7 ©6150 ~~) .25 30 15% 9.5 
Brown Shoe —_-80.3(a) 84.4(a) 5.2 5.3 4.84 4.87 2.10 ~—-.40 50 39 —-§3 
| Continental Steel _ ae 29.7 387.6. 9.1 1.27 3.24 168 £4«%41.75 .25Q 35Q 194 8.9 
| Crown Zellerbach 168.2(b) 153.3(b) 20.5 20.0 6.85 681 4.49(c) 2.00 40 50 34% 5.8 
| Dow Chemical _ — 200.3(e) 170.6(e) 21.1 19.3 4.44 3.72 4.00(f) 1.30 40 60 70/g 1.8 
| DuPont 1,031.9 977.8 23.7 20.1 4.52 3.28 1.15 3.40 75 85 17% 43 
|Hershey Chocolate +(142.1 +1685 ~+«217.3 11.2 6.22 2.98 1.83 2.25 .375 50Q 46!/, 4.8 
| Johns-Manville —.. ae se tas 14.4 4.83 5.22 1.29 2.50 .50 60 5! 49 
| Keystone Steel & Wire... 34.8 33.1 13.2 16.8 2.00 2.30 2.9 1.00 25Q 40Q 25% 3.9 
Maytag Co. 58.0 685 20.1 19.0 3.99 4.44 168125 25Q35Q_ 17M, 7.1 | 
Minneapolis- -Honey. Reg. 23 57.6 18.6 16.6 6.05 4.49 92 2.625 31 .40 399% 6.6 | 
National Steel 4248 4365 18.3 165 534 £4545 1.82. 1.83 50 60 373% 49 | 
Pennsylvania Salt = 33.1 32-4 9.5 3.30 2.78 U.18 1.80 — .30 40 49, 36 | 
Philip Morris & Co.  —-—255.7(g) 228.3(g) 106 9%7 — 7.26(g) 5.84(g) _ 2875 = 50Q.75Q_ 53,53 | 
Procter & Gamble _ 696.6(h) 723.6(h) 6.4 14.9 7.72(i) 659(i) 5.08(j) 266  50Q 65Q 65% 41 | 
Pure Oil i. ne we. te 622. 991 . 200 .25Q 50Q 34%, 58 | 
Republic Steel = -.———s«O56.8 ~—*772.0 12.2 10.1. 754 761 275 3.00 50 75 33, 89 
Rohm & Haas... 62-4 2-4 BLZd1CtiOD—iéiL2HS 2.06 ~——1«OO(k) =.25Q 4 =6.40Q 83,12 
Scott Paper coo O37 NB BK OTIS 872625 5Q) 90 93 
Simonds Sow & Steel ss 22.5 30.414. 21. 345 669 1.63 260 50 20 32 84 
Squibb, E.R. & Sons 82.2(h) 73.4(h) 15.2 84 3.93 1.94 2.71(j) 125  285Q 40Q 37 34 
Thompson Wrodects . wc, %9 90 °&£«83 12.88 957 «3.67 #«23.00 © .50 75 52% 5.7 
United Fruit 5 N.A. NA. NA. £NA. £625 £4681 4.00 50 75 62% 83 
Van Raalte 257 247 12.6 13.85.06 548 208 250 50 65 32 7.8. 
ieciicindls on 1949 dividends. (g)—Years ended ‘March 31, 1950 and 1949 respectively. 

(a)—Year ended October 31. (h)—Year ended June 30. 

(b)—Year ended April 30. (i) —After inventory reserve adjustment. 

(c)—9 months January 31, 1950. ({)—9 months ended March 31, 1950. 

(e)—Year ended May 31. (k)—Plus stock. 

(f)—9 months February 28, 1950. (1) —Semi-annual payment. 
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Interpreting.... 








The Significance | 
of New Foreign 
Developments 


By V. L. HOROTH 


Franco-German Coal and Steel Pool 


Gs and when it is accepted and fully carried 
out, and that may take some time, the bold proposal 
made by France earlier this month for the pooling 
of French and German coal and steel production 
may easily become one of the great postwar mile- 
stones. Essentially the French, always realistic, rec- 
ognized that they are only a minor power, and that 
Western Europe can be saved from becoming an- 
other battlefield only by joining forces with other 
Western Europeans. 

Hence the real significance of the French proposal 
lies not in the fact that it may create a supra- 
national cartel, but that (1) it may combine West- 
ern Continental Europe into a “third force” which 
ultimately may be strong enough to avoid taking 
sides in the struggle between the United States and 
the Soviet Union, and that (2) by healing the old 
Franco-German feud, it may pacify the whole West- 
ern Europe for good. At any rate, Western Germany 
will be definitely tied to Western Europe. 

The plan still faces political hurdles in both 
French and German parliaments. Since the Saar 
coal will be going into the common pool, a good deal 
of the sting is taken out of the Saar deal which 
antagonized the Germans considerably. At this 
stage, insofar as one can see, the advantages to 
France of the plan may be these: any future expan- 
sion of steel production is likely to be within the 
territory of the French partner, since the ceiling on 
German steel production will be continued. 

Presumably, French steel will then be shipped to 
German factories for further processing and con- 
version into machinery and equipment. The expan- 
sion of French steel production will make the 
French less jittery about the German industrial 
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comeback; it will also give them first hand knowl- 
edge about how much steel the Germans are con- 
suming and what they are doing with it. Some 
French coal mines and high cost machinery and 
equipment-producing plants may close. But French 
industry will get cheaper coal, and French agricul- 
ture will get more and cheaper equipment which 
should help to make it more productive. 

What will the Germans gain? Above all, they will 
get freer access to French colonial as well as French 
metropolitan markets. This may asure them a eer- 
tain level of employment, and possibly cheaper raw 
materials and foodstuffs. If the Franco-German co- 
operation means a more immediate exploitation of 
natural resources in the French African possessions, 
then the benefits of the proposed plan may prove 
far reaching for all the Western Europeans. 


Instability in the Philippines 


Recently some $64 million were set aside to put 
a halt to the deteriorating economic and political 
situation in several countries of Southeastern Asia. 
Anybody who thinks that this will do the trick 
should ponder our postwar experience in the Philip- 
pine Islands. Here was a country politically and 
economically far more advanced than her Far East- 
ern neighbors. We gave her full sovereignty, abso- 
lute military guarantee against outside aggression, 
and huge financial assistance. Between the end of 
the war and the end of 1950, the expenditure of our 
Army and Navy for local services and materials, 
veterans’ benefits, damage compensations, and other 
programs will have resulted in our spending some 
$2 billion in t':> Islands. 
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The principal postwar tasks in the Islands have 
consisted of the repair of war damage, the straight- 
ening out of finances, the checking of inflation, the 
restoration of the production of principal export 
commodities and, above all, the diversification of 
the Philippine economy so that the Islands would be 
able to stand on their own feet when the free trade 
period ends in 1954. 


Extent of Reconstruction 


What has actually happened? Some damage was 
repaired, and the production of sugar and coconut 
oil expanded above prewar levels. Manila is a more 
modern and handsome city than she was in 1940. 
But that is about all that can be said. The Govern- 
ments of Presidents Roxas and Quirino have been 
weak, manned by inexperienced people and playing 
politics. A good deal of the rehabilitation money has 
been permitted to become mere pocket money to be 
spent for luxuries, automobiles, and unessentials. 

Instead of dealing firmly with the communist-led 
rebellious farmers, known as the Huks, and remov- 
ing some of the causes of their dissatisfaction such 
as absentee landlordism and high land rents, Manila 
has let the Huks spread through the Islands and 
make business unsafe. Prospective foreign investors 
have been discouraged for some time. Now appar- 
ently even the Philippine owners of capital are get- 
ting discouraged and a flight of capital is in full 
swing despite drastic exchange controls. 

After claiming that the United States is to blame 
for some of the ills by not giving it control over all 
U. S. expenditures, Manila wants more money and 
the extension of the free trade period for at least 25 
years for certain commodities. Meanwhile nothing 
is being done to win the confidence of the local in- 
vestor, let alone the foreign one. 


Nationalist South Africa — A Chronic Dissenter 


Like the French Canadians, the Dutch-speaking 
nationalistic Afrikaners, who have a tottering ma- 
jority of eight in the present parliament, seem to be 
at odds with everybody else. The United States is in 
disfavor because of our opposition to even discus- 
sing a world-wide upvaluation of gold. Otherwise, 
it is usually the International Fund that comes in 
for a tongue-lashing. The latest blast, terming the 
Fund’s policy as “ineffective” and “largely dis- 
credited,” was administered by the Nationalist 
Minister of Finance, Mr. Havenga, only a few weeks 
ago after the Fund rejected the South African pro- 
posal — under consideration since last Fall — that 
half of the newly mined gold be disposed of in 
premium markets. According to Mr. Havenga, de- 
spite the Fund’s efforts “one-half of the world’s 
gold production outside of Russia failed to reach the 
central reserves of governments in 1948 and 1949.” 
This would mean that at least $700 million of gold 
disappeared into private hoards in those two years. 

But Mr. Havenga’s protest was really an empty 
gesture. With the price of gold averaging around 
$39 an ounce in most of the leading premium mar- 
kets, it will not be profitable for very long for South 
Africa to process and ship gold to free markets. Her 
mining costs are increasing steadily, and “the period 
of breathing space” provided by the devaluation of 
the pound sterling may be shorter than is generally 
believed. 
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Meanwhile, though the foreign exchange holdings 
have improved somewhat since the devaluation, 
there is not much hope for any extensive liberaliza- 
tion of imports from the United States. Inflation 
continues to be a problem, and labor troubles are 
on the increase. To distract attention from economic 
difficulties, the Nationalist Malan Government has 
been playing up its accomplishment in preserving 
South Africa as a “white” country. This policy of 
preserving a racialist static society has not only 
split the whites and alienated the natives, but is 
playing into the hands of communist agitators, en- 
dangering the Point Four Program, and weakening 
the European position in Africa in general. 


Cold War Danger Brings Argentina 
and the United States Closer 


The cold war strategy necessitating the closing of 
ranks on the part of all non-communist countries 
has been probably the primary reason for Argentina 
and the United States finally getting together and 
attempting to restore more normal trade relations. 
President Peron promised to remove the club held 
over American interests in Argentina, and we 
agreed to bail out the exporters by means of an 
Export-Import Bank loan for $125 million—pardon 
—‘credit,”’ since President Peron had foresworn to 
contract a loan here. The credit does not cover all 
the arrears accumulated in Argentina, estimated at 
about $155 million. The formula for remitting the 
commercial arrears, profits, royalties, and dividends 
is to be announced shortly. 

The funding of old obligations — the credit is re- 
payable over a ten-year period starting in 1954 — 
will permit some increase in Argentine purchases 
in this country. Priority number one goes to trac- 
tors, and to agricultural machinery in general. 
Argentine agriculture, the Argentine farmer, has 
been the chief victim of Peron’s ill-conceived policy 
of quick industrialization and of the vicious Govern- 
ment policy of buying up (Please turn to page 282) 
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The proposed integration of the Franco-German steel and coal in- 
dustries may well prove an important milestone in European history 
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Constant 


Expressed in percentage re- 
turn, rather than dollars, average 
dividend yields are a better meas- 
ure to use in comparing market 
highs than any average or index, 
for they are not distorted by the 
dollar’s depreciation. At the 1949 


low, the yield on the Dow indus- - 


trial average was a little over 
7.9%, calculated on the basis of 
full-year dividends as later re- 
vealed, and adjusted in the same 
way the average itself is con- 
structed. This yield is now about 
5.9%, on the basis of estimated 
1950 dividends. At the market’s 
previous major tops of modern 
times it was as follows: 1929, 
3.31% ; 1937, 3.71% and 1946, 
3.30%. Judged by this realistic 
criterion, the market is still in 
“moderate” ground. 


Inflation 


Everybody knows that the dol- 
lar is worth about 60 cents in 
purchasing value compared with 
prewar. Nobody, except those 
wholly or mainly dependent on 
fixed incomes, desires a restora- 
tion of any material part of the 
“lost’”’ purchasing value; for that 
could only be effected through a 
painful deflation. The full power 
of the Government is directed at 
keeping the dollar’s value far be- 
low prewar and not materially 
greater than it now is. To the ex- 
tent that Government policy is 
effective, the long-run threat is 
that still more purchasing value 
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may be clipped out of the dollar. 
All of this has some bearing on 
the stock market, especially in 
comparing stock prices with those 
of past periods. At this writing 
the Dow-Jones industrial average 
has risen just above 222 to the 
highest level since 1930. The 1929 
high was 381.17, the 1937 high 
was 194.40, and the 1946 high 
was 212.50. So the market ap- 
pears to be at a high level, unless 
you remember that there is an 
optical illusion involved; for the 
figures cited are dollar figures, 
and today’s dollar is not the dol- 
lar of 1929, or 1937 or even of 
1946. Measured in dollars of aver- 
age 1935-1939 purchasing power, 
the levels heretofore cited be- 
come: about 133 at present, ver- 
sus highs of 153 in 1946, 189 in 
1937 and 311 in 1929. 


Screwy 


As we have pointed out before, 


the Dow industrial average, made 
up of 30 prominent stocks, is a 
reasonably satisfactory measure 
of day-to-day, or even year-to- 
year, fluctuation in prices of 
“quality” stocks. The defects in- 
herent in the construction of this 
average, and in the method of ad- 
justment for stock splits, result 
in serious distortion only on 
longer-term comparisons. Thus, 
the average is of dubious useful- 
ness in comparing the present 
market level with that of 1929, 
regardless of the difference in the 
value of the dollar. The same dis- 
tortion appears in the calculation 
of earnings and dividends on the 
average by Barron’s. The record 
referred to puts 1929 earnings on 
the average at $19.94 a share; 
and those of 1949 at $23.54, a 
gain of roughly 18%, whereas to- 
tal corporate earnings last year 
were about double those of 1929. 
It put dividends applicable to the 
average at $12.75 in 1929 and 
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INCREASES SHOWN IN RECENT EARNINGS REPORTS 


NII kB oo ia dat cae ecccceee 


1950 1949 
March 31, Quarter $1.69 $ .96 
March 31, Quarter 252 -20 
4 months April 30 2.58 1.58 
12 weeks March 26 92 .70 
March 31 Quarter 3.69 2.45 
March 31 Quarter 1.04 91 
March 31 Quarter 41 12 
March 31 Quarter 1.77 95 
March 31 Quarter 1.51 1.28 
March 31 Quarter 1.84 1.67 
March 31 Quarter 2.37 49 
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$12.79 last year, or virtually no 
change; yet total dividends in 
1949 were roughly 45° greater 
than in 1929. Actual 1949 earn- 
ings on the 30 stocks—not multi- 
plied to “fit”? the average—aver- 
aged $7.08 a share, compared 
with about $4.35 in 1929, a gain 
of roughly 68%. Actual dividends 
averaged $3.60, against about 
2.30 in 1929, a gain of around 
57%. 


Dividends 


Compared with 1935-1939, to- 
tal dividends have increased by 
slightly more than enough to off- 
set the depreciation in the value 
of the dollar. In other words, 
“yeal’’? dividends have risen only 
a little, with results varying 
enormously from company to com- 
pany. Long-term investors have 
lost something in “real” income 
from dividends, just as they have 
in “real’’ income from bonds, in 
instances where it has been be- 
yond the power, or ability, of 
managements to increase pay- 
ments to shareholders by at least 
enough to balance the deprecia- 
tion of the dollar. Stocks in the 
Dow industrial average which 
last year carried dividends about 
the same as, or lower than, in 
1929, include American Can, 
American Tobacco, Corn Prod- 
ucts, General Foods, U. S. Steel 
and Woolworth. Some whose cur- 
rent dividends put long-term 
shareholders well ahead of the 
game, so far as the depreciation 
of the dollar is concerned, include 
Chrysler, duPont, General Mo- 
tors, International Harvester, 
Johns-Manville, National Steel, 
Procter & Gamble, Sears Roe- 
buck, Standard Oil (New Jer- 
sey), and Union Carbide. 


Assets 


This column is not too im- 
pressed with “book values,” but it 
is valid to cite increases therein, 
as well as in earnings and divi- 
dends, in comparing stock prices 
over a period of time. The indus- 
trial list as a whole is well under 
the 1946 high, while earnings, 
dividends and book values have 
risen greatly. It might be of in- 
terest to cite some of the latter, 
taken at random. The first figure 
will be book value shown by lat- 
est balance sheets, the second the 
1946 book value: Goodrich, 
$124.68 vs. $80.04; General Elec- 
tric, $23.61 vs. $14.51; General 
Motors, $39.58 vs. $24.51; Chrys- 
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ler, $54.15 vs. $32.51; Bethlehem 
Steel, $69.88 vs. $57.39; National 
Steel, $99.56 vs. $79.90; Sears, 
Roebuck, $26 vs. $17.31; Mont- 
gomery Ward, $70.01 vs. $56.27; 
Studebaker, $33.06 vs. $17.25. 


Seasonal 


The July or August high of the 
Dow industrial average has been 
above the close as of the end of 
May in 45 of the last 53 years. 
This is the so-called “traditional 
summer rise.” As so measured, 
there has been no exception when 
the major market trend was up- 
ward. But profiting out of the 
“summer rise” is easier said than 
done, as this column has pointed 
out in past years. Will the major 
trend be upward in July or Au- 
gust? That can be ascertained 
with assurance only some months 
hence, by a backward look at the 
chart. Assuming a summer rise, 
will it be large or small? We refer 
you again to the chart, along 
about September. Will the high 
come in July? See same chart. Or 
August? See same chart. If in 
July, what week or day? We could 
go on and on; but probably you 
already get the point—which is 
that speculating for the “tradi- 
tional summer rise” is very far 
from riskless. However, there is 
this to be said: if the main trend 
has been up to the end of May, 
the record shows that the odds 
are greatly against a serious July- 
August decline. In other words, 
the seasonal factor for the me- 
dium-term period supplies a more 
convincing basis for holding good 
stocks previously bought than for 
speculative buying aimed specifi- 
cally for a short-term play into 
July or August. 


Revised 


It is not many weeks ago that 
most oil men were either wor- 
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ried or had their fingers crossed. 
Now bullishness is the rule. Some 
officials say that crude output will 
have to be increased 400,000 bar- 
rels a day to meet prospective de- 
mand later this year. The State of 
Texas, which has over half the 
nation’s proven reserves and 
which maintains the most effec- 
tive control of production, has re- 
cently raised allowable output for 
June by 140,500 barrels a day, or 
some 6.2%. The Commission has 
the pledge of leading companies 
that they will not increase im- 
ports over recent levels. On the 
basis of this, and demand fore- 
casts, it may raise the allowable 
further in July and August. It 
looks like a good year, after all, 
for domestic oils. Recent advances 
in the stocks have been mostly 
moderate, leaving a number of 
them attractive. For instance, 
and this is not set forth as an 
exclusive list, Continental Oil, 
Humble, Ohio Oil, Pure Oil, Plym- 
outh Oil, and Standard Oil of 
Ohio. 


Groups 


Stock groups recently “acting 
well” include a number which 
had been relatively backward for 
some time, such as farm equip- 
ments, auto parts, copper, lead 
and zinc, mail order stocks and 
rayon. Also included are such tra- 
dtional “late movers” as machin- 
ery, electrical equipment and 
steels. Other groups recently 
meeting with above-average de- 
mand include oils, paper stocks 
and building materials. 


Trade 


Retail trade in “hard goods” 
and all types of home furnishings 
is booming; but is only fair-to- 
middling in the general run of 
soft goods. Prices are firmer than 

(Please turn to page 290) 


























DECREASES SHOWN IN RECENT EARNINGS REPORTS 

1950 1949 
Hercules Motors Corp............................ . March 31 Quarter $ .07 $ .95 
Northern Natural Gas............................ March 31 Quarter 93 1.08 
White (S. S.) Dental Mfg......................... March 31 Quarter 35 1.07 
ee Me te a5 a aa eae rene Rats ns ceuceena ts . March 31 Quarter .08 -43 
RUM MINGNINY INOREIIN 5c. 5c Son detees vn deectcStuwaxceeces . March 30 Quarter 76 -81 
Twentieth Century-Fox Film .................. . 13 Weeks April 1 .61 1.04 
PMRTREI COMIN oo 255555. boast eoabesoositeeesascce March 31 Quarter 1.43 1.83 
CRIN RUEBEN cosss 0 c-), 2 ec toasocoscacgh cohseceucns 6 months April 1 2.20 2.55 
Gaylord Container .........60.00:c0ccciccsiccecesees March 31 Quarter 41 53 
International Nickel ................................ March 31 Quarter 54 -84 
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he BUSINESS ANALYSTS 


Whats Ahead for Rusiness > 


By E. K. A. 


Current business news are helping to keep the pot of op- 
timism boiling, with even the possibility of a flare-up in labor 
relations greaty reduced by the unexpected UAW-General 

Motors agreement on pen- 
fh sion and wages. The thought 
BUSINESS ACTIVITY||] suggests itself that the new 

PER CAPITA BASIS five-year contract may also 
M. W. S. INDEX mean labor peace, this 


year at least, in other indus- 
200 _. 


tries. Some Government la- 











bor experts seem to think so, 
expecting a “comparatively 
good summer” from a labor 
standpoint. But the electrical 
4 workers are still to be heard 
from. Perhaps the GM pat- 


N90: 1 


80 
as tern will speed up contract 
3 WEEKS negotiations there, since 
AGO doubtless GM will soon ex- 


190 an tend its generous “auto 
formula” to its electrical 
plants. Whether General 
Electric and Westinghouse 
will then follow suit is an- 
YEAR ° 
AGO other, and disputed ques- 
tion. At any rate, the auto 
industry now has the green 
light. 

Speaking of the auto 
boom, there seems to have 
been a revision of this 
year’s production and sales 
potentials. GM _ chairman 
Sloan has told stockholders 
that demand for cars would 
probably continue through- 
out 1950 at the current rec- 

ord rate—in contrast to his 
em earlier opinion that a mod- 
erate let-down was proba- 
ble this autumn. If the re- 
vised appraisal proves cor- 
rect, there will be little to 
worry businesswise during 
the balance of the year. At 
any rate, auto output is 
currently rolling along at an 
annual clip of seven mil- 
lion units—a record figure, 
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and there is no sign of any 
‘y lowering of schedules. The 











annual model change-over has been postponed until Novem- 
ber-December to assure the longest possible production run on 
present models. 

Residential housing, that other boom industry, also keeps 
outdoing itself. Housing starts in March numbered 110,000 
units, and rose to 126,000 units in April. Fly in the ointment 
is that this terrific activity ‘is also putting pressure on ma- 
terials prices with the result that building costs latterly have 
risen. Under present conditions, with ultra-easy home financ- 
ing available, higher prices for houses is about the only 
thing that could dampen the building boom. If the trend 
keeps up, some expect that selling new homes might become 
somewhat more difficult later in the year. But nothing of the 
sort is apparent as yet. The building boom continues un- 
abated and as it does, the backlog of public works, which are 
deliberately held down to avoid undue pressure on the ma- 
terials price structure, is growing larger every month. This 
backlog constitutes effective reinsurance against any falling 
off in residential building in the future. Construction activity, 
of one kind or another, is bound to remain high for an inde- 
terminate period, it seems. But builders’ profits are shrinking 
as construction costs are causing trouble. 


Some Soft Spots Persist 


High level activity in autos, housing and everything that 
goes into homes not only constitutes the main prop of the 
current boom but also tends to obscure its lack of uniformity. 
A good many soft spots exist, particularly in luxury and semi- 
luxury lines. The amusement business has been in a decline 
for more than a year; liquor sales are down about 6%, from 
their postwar highs and soft goods generally, particularly 
apparel, continue to feel the impact of marked consumer 
preference of hard goods. Machinery production, while im- 
proved, is not what it was two years ago, and farm ma- 
chinery sales particularly are feeling the impact of lower 
farm income. While a seasonal sales spurt is indicated, it 
won't be vigorous enough to bring the sales curve up to pre- 
vious levels. Thus any general report of excellent business 
brings a challenge from some businessmen who insist that 
their own business is not good, despite the fact that the FRB 
industrial production index is now only about 3% below its 
postwar peak. 

Cross curents of this sort are bound to exist; they highlight 
the relative importance of the auto and building boom in the 
overall equation. Were either to slacken only moderately, 
this would be brought home quickly. 

As things shape up, second quarter business activity will 
set a new peak and the third quarter should show only a 
small decline, chiefly seasonal in character due to vacation 
shut-downs, inventory taking, etc. The fourth quarter may 
reveal a somewhat greater slow-down, but far from drastic. 
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The Business Analyst 





MONEY AND CREDIT -—- All three of our major common 
stock indexes advanced during the fortnight ended May 20 
to new highs since 1946, with 20 of the 46 group indexes 
also registering new highs for various periods, as tabulated 
on the second page following. Only two of the group indexes 
have as yet passed their 1946 highs. First prize goes to the 
chemicals group which achieved the highest record since 
1929, followed by finance companies which, spurred by the 
record demand for automobile sales credit, rose to the Nigh. 
est level since 1937. Since the first of the year, our composite 
index of 325 active common stocks has risen about 14%. 
Yet it has not been a one-way street. Six of the group in- 
dexes are actually down on the year, led by the Amusement 
and Gold Mining groups which are each off about 11%. As 
always happens in any broad market movement, whether 
upward or downward, the more speculative issues, repre- 
sented by our index of 100 Low Priced Stocks, have far out- 
yore | the performance of investment grade stocks, as 
represented by our index of 100 High Priced Stocks. The 
former has risen 21% since the first of the year, compared 
with a gain of less than 10% for the latter. Other securities 
of investment rating have been showing even less spectacular 
trends. Thus New York Bank Stocks have not yet recovered 
to their level of last March 18; high grade preferred stocks 
have sagged to the lowest level in 3 weeks; high grade Rail 
Bonds are the lowest since last September 3, despite the rise 
in railroad common stocks to the highest average in two 
ears; other corporate bonds edged forward a bit since our 
fast issue; but foreign government dollar bonds sagged to 
the lowest average level since March 11. Similar mixed trends 
have been displayed by the two types of Victory 2!/2s, with 
the restricted issue off to the lowest price since January 28 
while the bank-eligible series commands the best price since 
January 14. During the fortnight ended May 10, the earn- 
ings assets of weekly reporting member banks shrank $114 
million, largely in consequence of a further decline of $109 
million in commercial loans. Demand deposits were down 
$255 million, mainly due to transfers of funds from reporting 
centers to outlying districts. In the fortnight ended May 17, 
member bank reserve balances rose $137 million, mainly as 
a result of further contraction in the amount of money in cir- 
culation and heavy disbursements by the Treasury, the poten- 
tially inflationary effects of which were only partially counter- 
acted by contraction of $191 million in Reserve Bank credit. 
Further expansion of around $300 million in the public debt 
during the fortnight helped the Treasury to lift its cash bal- 
ance by $192 million. An excess of $85 million in receipts 
over expenditures during the fortnight permitted a reduction 
of like amount in the budget deficit, which stood at $2,935 
million for the fiscal year to May 17, compared with a sur- 
plus of $1,524 million for the corresponding period last year. 
The Treasury is taking progressive steps toward raising in- 
terest rates on its 12-month certificates to 11/44°% The latest 
issue carrying this rate is for a term of only 13 months. An- 
other “refund” on Veterans’ insurance payments, though less 
liberal than the $2.8 billion of which distribution is now being 
completed, will start early in 1951. Congress suspects this is 
not a true refund; but merely subsidies in disguise. A Senate 
banking subcommittee reports that hidden subsidies amount- 
ing to almost $6.5 billion were also handed out during the 
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last fiscal year ended June 30, 1949, to borrowers from the 
R.F.C. Belgium has just announced that banks and foreign 
exchange dealers there are now authorized to resume free 
trading in U. S. dollars, Swiss and French francs, Italian lire 
and Deutsche mark bank notes; but the British pound and 
Dutch florin are not included. 


TRADE—The dollar total of department store sales through- 
out the nation during the fortnight ended May 13 showed an 
average dip of only 1% below the corresponding period a 
year ago, compared with a cumulative decline of 3% for 
the year to date. 


INDUSTRY—Record personal incomes and demand for du- 
rable goods combine with Government deficit spending to 
lift prices of basic commodities to the highest levels in over a 
year, thereby encouraging resumption of inventory accumu- 
lation. 

COMMODITIES—Arfter rising to new highs for over a year, 
farm products sold off during the fortnight ended May 20 
on reports of improved weather conditions. 


oO 
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While the nation’s physical volume of Business Activity 





(Please turn to the following page) 
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Latest Previous Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago _ Harbor* 

MILITARY EXPENDITURES—$b (e) | April 1 1.16 1.28 1.55 (Continued from page 273) 
Cumulative from mid-1940__........ — | April 395.3 394.2 380.8 13.8 held virtually unchanged during the fort- 

FEDERAL GROSS DEBT—$b May 17 756.0 2558 251.6 55.2 |Night ended May 13, sharp contraction 

during the corresponding interval a year 

MONEY SUPPLY—$b ago caused widening to 9.2% in the mar- 
Demand Deposits—94 Centers... May 10 46.9 46.9 47.8 26.1 gin of increase over a year ago. 

Currency in Circulation... | May 17 27.0 27.0 27.4 10.7 * * * 

BANK DEBITS—13-Week Avge. This year’s Rising Trend in production 
New York City—$b......._.. | May 10 9.08 9.10 8.36 4.26 | and prices, and hence profits, is in marked 
93 Other Centers—$b...____.... — | May 10 12.93 12.93 12.96 7.60 | contrast with last year's receding tide, and 

PERSONAL INCOMES—$b (cd2) Mar. 225.5 221.8 2125 102 year-to-year comparisons will become 
Salaries and Wages Mar. 140.4 138.0 136.7 66 progressively more favorable up to mid- 
indie tne ea ieee 46.2 23 July which last year marked the end of 
Interest and Dividends Mar. 79 17.6 17.0 10 the mild recession. After mid-July, annual 
Transfer Payments... | Mar. 235 22.1 12.6 3 comparisons this year will be with the ris- 

(INCOME FROM AGRICULTURE) eli 18.8 19.1 22.0 10 ing trend last year. Since most of the 

heavy goods section of industry has now 

POPULATION—m (0) (ce) Apr. 151.2 151.0 148.5 133.8 | virtually reached capacity, it will not be 
Non-Institutional, Age 14 & Over... | Apr. 110.5 110.4 109.4 101.8 | Hossible during the second half of the 

ee Pe 63.5 63.0 62.3 57.5 | current year to duplicate last year’s rate 
spay lemmas ‘aii 1.33 1.35 1.9 1.89 | of improvement; so that year-to-year com- 
Civilian — Apr. 62.2 ot7 60.8 55.6 | parisons after mid-July will become pro- 
Unemployed ._.__.___._. Apr. 3.5 4.1 3.0 3.8 | gressively less favorable. 
Employed Apr. 58.6 57.5 57.8 51.8 * * * 
In Agriculture... | Apr. 7.2 6.7 7.8 8.0 . sialic 
Non-Farm Apr. 515 50.9 50.0 438 Rice von —_ = eens —_ 
At Work Apr. 49.9 492486 043.2 | ee ae a ae Ages 
Weekly Howrs_______. | Apr. 408 412 41.5 42.0 sec see: i ge. Fis, na Me, se _ 
Man-Hours Weekly—b......---.. | Apr. 2.04 2.03 2.02 0 te 1 Soar ean ee 
merce Department that Personal Incomes 

EMPLOYEES, Non-Farm—m (Ib) Mar. 42.3 41.7 42.9 37.8 | and the Gross National Product (Busi- 
Government Mar. 5.7 5.7 5.8 4.8 |ness Activity, measured in dollars) ex- 
Factory — Mar. 11.6 11.6 11.9 11.7 | panded to record heights during the first 

Weekly Hours.._____. | Mar. 39.7 39.7 39.1 40.4 | quarter. 
Hourly Wage (cents)... —-| Mar. 142.5 142.0 140.0 77.3 * * * 
Weekly Wage ($)-——--—_----- | Mar. 56.57 56.37 54.74 31.23 Rising prices, particularl for metals, 

PRICES—Wholesale (Ib2) May 16 155.9. 155.1 ‘155.5 925 | tubber, textile fibres, building materials 
Retail (cdib)_______ | Mar. 183.8 1833 1894 1162 |and their products, are beginning - re- 

vive “protective” inventory accumulation. 
coe — i int aie — a The Commerce Department reports that 

\ a iT ee op am mR Inventories expanded during the first 

algal ae aa a ~~ chi ae oe. ee quarter at an annual rate of $1.5 billion, 

an : : contrasted with inventory liquidation dur- 

RETAIL TRADE —$b ing the preceding quarter at the annual 
Retail Store Sales (cd)... | Mar. 10.92 9.28 10.53 4.72 | rate of $3.5 billion. Inventory accumulation 

Durable Goods... | Maar. 3.64 3.05 3.28 1.07 | has not yet reached a point where it 
Non-Durable Goods......_.__._. | Mar. 7.28 6.23 7.25 3.65 | threatens another liquidating recession, 

Dep't Store Sales (mrb).______. | Mar. 0.75 0.59 0.75 0.42 | such as last year's; but its potentials will 

Retail Sales Credit, End Mo. (rb2)_. | Mar. 9.55 9.44 7.48 5.46 | bear watching. 

MANUFACTURERS’ Se a 
New Orders—$b(cd) Total... |. Mar. 20.5 18.0 18.0 14.6 Seasonal Industries such as Tires, 

Durable Goods... _ | Mar. 9.5 7.5 7.2 7.1 | Textiles, and Farm Equipment, are again 
Non-Durable Goods... Mar. 11.0 10.5 10.8 7.5 | joining the parade of rising demand, pro- 

Shipments—$b(cd)—Total __.___ Mar. 19.8 17.3 19.2 8.3 | duction, prices and hence profits; but 
Durable Good Mar. 8.5 7.1 8.2 4.1 | Television is beginning to experience a 
Non-Durable Goods. __. | Mar. 11.3 10.2 11.0 4.2 | seasonal dip in sales. 

BUSINESS INVENTORIES, End Mo. ili . 

Total—$b (ed) Feb. 542 538 588 28.6 The tide has turned for Petroleum 
Manufacturers’ __.________| Feb. 31.2 31.3 34.6 16.4 | since the first quarter when profits slipped 
Wholesalers’ Feb. 9.2 9.1 9.2 4.1 18% below last year and much concern 
Retailers’ _ Feb. 13.8 13.4145 8.1 | was being voiced that competition from 

Dept. Store Stocks (mrb) = qRep: 2.1 1.9 2.1 1.4 imported oil might precipitate a cut in 

BUSINESS ACTIVITY—1—pc May 13 169.3 170.3 159.0 141.8 | crude prices. Now, as summer approaches, 
(M. W. S.)—I—np May 13 199.3 200.0 182.5 146.5 |with hundreds of thousands of new cars 
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Latest Previous Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Age _— Harbor* 

INDUSTRIAL PROD.—1—np (rb) Mar. 186 181 184 174 speeding along the roads and busy fac- 
Mining Mar. 143 118 136 133 tories gobbling up fuel oil and depleting 
Durable Goods Mfr... _ | Maar. 212 207 223 220 stocks, prices for refined products are ris- 
Non-Durable Goods Mfr. Mar. 179 180 168 151 ° ° . 

ing again with prospects that demand 

CARLOADINGS—t—Total May 13 117 744 772 833 for petroleum this year may top last year 

Manufactures & Miscellaneous... . | May 13 340 355 338 379 by as much as 6%. 

Mdse. L. C. L _ | May 13 77 86 94 156 . . - 

seni es ce ee Me 39 42 46 43 

New Orders booked by manufacturers 

ELEC. POWER Output (Kw.H.) m | May!3 5,864 5,872 5,257 —=3,267 during March rang up a post-war monthly 
SOFT COAL, Prod. (st) m May 13 10.1 10.8 Vi. 1o.g | record of $20.6 billion. 

Cumulative from Jan. | May 13 162 i152 199 446 * * * 

Stocks, End Mo... Mar. 28. 246 60.5 61.8 Tike ineene:oft hans Shethaies ious 

PETROLEUM— (bbls.) m that the output of Machine Tools may 
Crude Output, Daily... sd] May 13 5.1 5.0 5.7 4.1 top 1949 by 20%; but remarks that em- 
earl _— —_——_---— a a = BS - ployment in this field is not expanding as 

SS a 
Nestea oll ae — May = a pie ae - - as production, since the industry pre- 
__ | fers to pay for overtime rather than incur 

LUMBER, Prod. (bd. ft.) m May 13 527 797 688 632 the expense of hiring and training addi- 
Stocks, End Mo. (bd. ft.) b.. | Mar. 6.3 7.0 7.1 12.6 | tional workers. In consequence, weekly 

STEEL INGOT PROD. (st) m Apr 8.20 7.48 7.80 6.96 working hours now bere i ‘08 oquea 
Cumulative from Jan. | Apr 304 222 319 747. | 381 last November; while hourly wages 

iene ; ; . had reached a record high of $1.54. 

ENGINEERING CONSTRUCTION — o> Ss 
AWARDS—$m (en) May |8 206 183 148 94 : ; 
Cumulative from Jan. |__| May 18 4,120 3,914 2,861 5,692 Expenditures for new Construction 

during April hit $1.7 billion, largest for 

MISCELLANEOUS any April in history and 24% above a 
Paperboard, New Orders (st) t May 13 186 200 147 165 year earlier. New dwelling units started in 
U. S. Newsprint Consumption (st) t.. | Apr. 524 515 479 352 poe bered 126,000 — 43° coheed 

Do., Stocks (mpt), End of Month... | Apr. 540 578 640 523 dio Mrnapenentie ° 
Natural Rubber Consumption (It) t.. | Apr. 60.8 56.6 53.1 54.3 of the corresponding month last year, 
Do., Synthetic =) Ar 37.6 SE9 39.0 05 | compared with a four-months leap of 
Pneumatic Casings Production—m... Mar. 7.3 6.7 6.6 4.0 | 537, 











b—Billions. cbh—Census Bureau. cd—Commerce Dept. 


adjusted Index (1935-39—100). 


st—Short Tons. t—Thousands. *—1941; 


ed2—Commerce Dept., seasonally adjusted monthly totals at annual rate, before 
taxes. cdl b—Commerce Dept. (1935-9—1!00), using Labor Bureau and other Data. e—Estimated. en—Engineering News-Record. |—Seasonally 
lb—Labor Bureau. Ib2—Labor Bureau (1926—100). 
Millions. mpt—At Mills, Publishers, and in Transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np.—Without Compen- 
sation for Population growth. pc—Per Capita Basis. rh—Federal Reserve Board. rb2—Federal Reserve Board, Instalment and Charge Accounts. 
November, or Week ended December 6. 


Ib3—Labor Bureau (1935—100). 


It—Long Tons. m— 
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No. of 1950 Indexes ——————. (Nov. 14, 1936, Cl—100) High Low May !3 May 20 
Issues (1925 Close—!00) High Low May 13 May 20 100 HIGH PRICED STOCKS... 95.19 86.35 93.39 95.19D 
325 COMBINED AVERAGE 153.3. 134.7. -'149.4_—«153.3D_ | 100 LOW PRICED STOCKS 183.93 151.88 18045 183.93D 
4 Agricultural Implements _ 207.5 188.5 201.5 204.9 5 Investment Trusts 78.8 71.0 77.9 78.8D 
10 Aircraft (1927 Cl—100) . 238.8 170.8 222.8 225.7 3 Liquor — ‘<.—100) 897.6 808.6 824.0 851.4 
6 Air Lines (1934 Cl—1!00) 527.1 451.7 505.9 515.7 11 Machinery ... — 165.5 145.4 163.1 165.5B 
7 Amusement . 104.4 90.6 91.5 90.6a 3 Mail Order 119.0 105.4 117.1 119.0B 
10 Automobile Accessories... 229.1 195.6 221.8 227.7 3 Meat Packing . 99.0 85.9 98.0 99.0B 
12 Automobiles _...... 36.0 28.5 34.7 36.0 12 Metals, Miscellaneous 169.3 139.9 165.5 169.3B 
3 Baking (1926 Cl—100) 23.3 19.8 20.4 20.4 4 Paper __.__... een 7 39.5 44.2 47.0B 
3 Business Machines 276.5 253.4 262.4 263.0 30 Petroleum... FRED 241.8 277.3 286.9B 
2 Bus Lines (1926 Cl. —100) . 176.6 153.0 167.4 158.5 27 Public Utilities 153.8 141.0 149.3 152.0 
5 Chemicals ...... ~ 299.6 256.4 288.8 299.6T 5 Radio & TV (1927 Cl_—100) 35.3 18.1 31.1 31.3 
3 Coal Mining 14.3 12.3 12.5 12.4 9 Railroad serene pods 50.7 43.9 45.5 49.9 
4 Communication 0... 60.3 41.9 59.6 60.3D 24 Railroads Sues, ae 22.3 25.1 26.0B 
9 Construction _..... ene 64.9 61.0 64.0 64.9B aNd = a aoe 30.8 34.9 35.3D 
@ Containers 2... SSE 309.0 325.4 337.4B 3 Shipbuilding scare, LOOT 139.7 151.7 152.8 
9 Copper & Brass... 100.9 80.3 97.8 100.9B 3 Soft Drinks _ _ 391.6 338.2 368.3 369.0 
2 Dairy Products ... pV ccks (RIBS 71.2 78.3D 8 =77.8 15 Steel & Iron __- Romommeme | | CC 96.1 112.1 116.6B 
5 Department Stores... 61.2 56.6 59.5 61.1 CSCC ieee ere < 49.0 53.5 53.9B 
6 Drugs & Toilet Articles... 209.8 185.2 208.9 209.8C NS ee: 319.5 348.3 341.1 
2 Finance Companies ......... 353.5 319.9 350.9 353.5N | anna SS 119.9 139.2 139.0 
7 Food Brands _.....___... 180.9 174.5 179.2 180.4 3 Tires & Rubber 38.2 32.0 37.4 38.1 
2 ROCF SOLOS cc 108.0 93.4 101.4 101.5 6 Tobacco _. _ 88.2 81.5 81.9 83.0 
3 Furnishings. ................. an 19.4 69.0 74.2 79.4B 2 Variety Stores 352.3 337.9 339.2 337.9a 
4 Gold Mining . FS 634.1 674.7 634.la 19 Unclassified (1949 Cl. —100) 110.0 100.0 107.7 110.0A 




















New HIGH since: A—1949; B—1948; C—i947; D—1946; N—1937; T—1929. a—New LOW this year. 
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Trend of Commodities 





Weather conditions, which are usually influential in direct- 
ing the trend of farm products prices during the early months 
of a new crop year, turned more favorable since our last 
issue; so that futures, after entering new high ground, turned 
reactionary during the past fortnight and ended lower than 
they started. This publication's index of raw material spot 
‘ae on the other hand, closed the fortnight at the best 
evel in over a year, owing mainly to continuing strength in 
the metals group, along with further advances in wool, rub- 
ber and hides. Copper was up a cent, lead and tin 34 cent, 
zinc and aluminum !/2 cent, wool 9!/ cents, rubber 3 cents, 
and hides 1!/, cents. Stocks of refined copper held by pro- 
ducers dropped in April to the smallest tonnage in 5 years. 
Less than a year ago, when rubber was selling here at 15!/, 


cents, processors were tinkering with the idea of adapting it 
for use in highway construction by mixing with concrete to 
improve surface durability: but now, with rubber at a new 
post-war high of 29 cents, those blueprints have been 
shelved. At that time, to help Britain ease her dollar short- 
age, our Government permitted processors here to use 50,- 
00 tons more of the natural, and 50,000 tons less of synthetic 
rubber. Now the Government is being importuned to step 
up supplies of synthetic at its ceiling price of 18!/2 cents. 
Despite the wide discrepancy in prices, our consumption of 
the natural product in March (as set forth in the statistical 
column of the preceding page) was up 15% from a year 
ago, compared with a decline of 6% for synthetic. Prices of 
tires are being raised as rubber advances. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — August, 1939, equals 100 


Date 2 Wk. | Mo. 3 Mo. 6 Mo. | Yr. Dec. 6 
May 22 Ago Ago Ago Ago Ago 194! 
28 Basic Commodities . 260.3 256.4 250.9 248.7 249.3 253.1 156.9 
11 Imported Commodities . 257.7 257.5 253.2 251.0 260.9 250.3 157.3 


17 Domestic Commodities .. 261.9 255.6 249.4 247.2 242.1 238.5 156.6 


RAW MATERIALS SPOT INDEX 
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14 Raw Materials, 1923-25 Average equals 100 
Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 


1950 1949 1947 1945 1941 1939 1938 1937 
High ........ 145.6 161.5 164.0 95.8 85.7 78.3 65.8 93.8 
Low 134.2 134.9 1264 93.6 74.3 61.6 57.5 64.7 
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Date 2 Wk. | Mo. 3 Mo. 6 Mo. | Yr. Dec. 6 
May 22 Ago Ago Ago Ago Ago 194! 
. 326.6 322.1 312.1 305.3 290.6 292.2 163.9 
.. 332.5 330.1 316.2 309.8 300.8 283.3 169.2 
.. 228.9 224.0 222.3 220.8 228.0 227.3 148.2 


7 Domestic Agriculture 
12 Foodstuffs ....... 
16 Raw Industrials ........ 


COMMODITY FUTURES INDEX 
FEB. MAR. APR. MAY 
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COMMODITIES INDEX 
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Average 1924-26 equals 100 


























1950 1949 1947 1945 i941 1939 1938 1937 

High 144.11 139.28 175.65 106.41 84.60 64.67 54.95 82.44 
Low ______-1131.21 122.45 117.14 . 93.90 55.45 46.59 45.03 52.03 
THE MAGAZINE OF WALL STREET 





1 t+ 2 4 O 


—e_e)e UO TD 


ir 


f 


= a 


o 


“a ws 





Keeping A breast of Judustricl 


¢ and Company News a 





The Frigidaire Division of General Motors Cor- 
poration sees a rosy future ahead for air condition- 
ers in the average American household. The view is 
expressed that these conveniences will play as im- 
portant a role as electric refrigerators, ranges, etc. 
in due time. A big step in this direction, and one 
that may prove to be the forerunner of a new trend 
in air conditioning, has been their inclusion in a 
multi-million dollar “package” housing development 
on Long Island. Although rents in this new 284- 
family project will range as low as $58.50 per month, 
all apartments will have one or more compact one- 
half horse power Frigidaire window room air condi- 
tioners, and at no extra charge for the tenants. 


The encouraging tendency of large industrial con- 
cerns to allot substantial sums for the education of 
promising young scientists has met with widespread 
commendation. The Socony-Vacuum Oil Company, 
for example, plans to support twenty fellowships in 
1950-51. One that involves a grant of $2000 to Co- 
lumbia University will establish a fellowship in sur- 
face chemistry and physics during the academic 
year beginning in September, although no restric- 
tions are placed on the recipient’s future employ- 
ment, and entire freedom is granted to study sub- 
jects unrelated with the petroleum industry. Stu- 
dents, however, must have had at least one year of 
graduate work. 


A patent for a three color direct view television 
tube has just been issued to Allen B. Du Mont 
Laboratories, Inc., after almost five years of delay 
by the Patent Office. Instead of having a coating of 
fluorescent material which produces black and white 
pictures when struck by an electron beam, this new 
color tube has a screen composed of tiny fluorescent 
dots that give red, blue and green colors when un- 
der the impact of the beam. While this new tube can 
easily be utilized in television sets presently confined 
to black and white exhibitions, Dr. Du Mont cau- 
tions that there is much ground to cover yet before 
a color system is developed that will be comparable 
to black-and-white in quality, ease of operation and 
cost. 


What may be the most revolutionary process of 
making metal castings since the time of the Egyp- 
tians has been evolved by Monsanto Chemical Com- 
pany. The old method using great quantities of sand 
would be replaced by employment of two thin metal 
shells with mixed fine sand and phenolic resin sur- 
facing cured while the metal is hot. The two shells 
are clamped together and placed in a box reinforced 
by steel shot. As the shells are porous, gases can 
escape without creating pressure. Additionally, 95% 
of sand now used is eliminated, dimensions are more 
accurate and much smoother surfaces are obtained 
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for the castings, while substantial time, money and 
materials handling is avoided. 


Construction is progressing on two building proj- 
ects at the Milwaukee plants of Froedert Grain & 
Malt Company, with expectation that the work will 
be completed by January 1, The company is erecting 
a sizable new plant for the production of specialty 
malt products apart from regular brewer’s and dis- 
tiller’s malts, as more than two dozen of these spe- 
cialties have been developed that tend to diversify 
the company’s output. 


A magnificent new cruise ship, the “Ocean Mon- 
arch,” is scheduled for launching by the Furness 
Lines on July 27 at Newcastle-on-Tyne in England. 
With a tonnage of 15,000 tons and a speed of 20 
knots, this new luxury ship will accommodate 440 
passengers. An innovation in design permits the ac- 
commodation of all passengers in outside staterooms, 
each with private bath. The “Ocean Monarch” has a 
length and draft that will allow her to call at many 
ports where larger cruise ships cannot enter, thus 
opening an entirely new field to the American cruis- 
ing public. 


Manufacturers of long playing records will have 
something to think about when department stores 
in 87 cities in June will offer a long list of musical 
numbers produced by Remington Records at aston- 
ishingly lower prices. The slashing in price affects 
some 500 musical works, from pop songs to operas, 
all of which will carry a price tag of 99 cents com- 
pared with a former range of $2.85 to $4.85. A new 
process whereby these long playing records are made 
from liquid at a cost of about 3 cents, compared 
with Vinolyte that now costs about 50-60 cents a 
record, has made the new prices possible. The new 
material is flexible like Vinolyte and very similar 
in appearance. In a couple of months, customers of 
Woolworth and other specialty chains will be listen- 
ing to records of Beethoven, Mozart and Brahms in 
these stores for the first time in history. A single 
day’s purchases in one store of the R. H. Macy de- 
partment store group amounted to 20,000 records. 


The flood of incoming orders to manufacturers 


-of Diesel locomotives from railroads seems to con- 


tinue unabated. The Baltimore & Ohio Railroad al- 
ready has twenty Diesel-electric locomotives in serv- 
ice, and their efficiency has been so well proven that 
the company has just ordered 34 more. The new 
units are to be delivered in 1951 and when com- 
bined in triple formation will provide the equivalent 
of a 4500 h.p. locomotive capable of handling 
through freight trains without the need of booster 
locomotives on grades. 

Electrical equipment totaling more than one mil- 
lion dollars has been ordered for the Italian steel 
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industry from the Westinghouse Electric Interna- 
tional Company, under an ECA program to modern- 
ize the industry and reduce import requirements for 
steel. Four companies will receive the new equip- 
ment, the Fiat automobile concern, the Lombardi 
Falck Steel Corporation in Milan, another concern 
near Naples and Ilssa-Viola. Deliveries on all orders 
are scheduled for completion by December. 


The United States Rubber Company has devel- 
oped a new material called “Aero-Sealz,” designed 
to protect the surface of airfield runways from the 
damaging effects of fuel spilled by jet planes. Dam- 
age caused by the kerosene type fuel used by the 
jet planes is a major problem in modern airport con- 
struction and maintenance due to its lower rate of 
evaporation than high-octane gas. One jet plane 
may spill as much as five gallons while warming up. 
The new surfacing material is a solvent resistant 
rubber compound which, when mixed with tar, pro- 
duces a tough, durable floor that eliminates the for- 
mer deterioration caused by the jet fuels and greatly 
lessens the present cost of repairs. 


The mounting cost of imported carpet wools has 
caused James Lees & Sons to introduce two exciting 
new carpets made of 100% synthetic fibres. After 
years of research, testing every available type of 
substitutes for wool’ fibres, this firm found in “Es- 
tron” the most satisfactory material, considering 
quality and price. The new carpets are both Axmin- 
ster and Wilton loomed in four colors, are beauti- 
fully patterned and easily cleaned, besides being 
durable and moth-resistant. The main significance 
of the new products is that they are “All-American” 
and promise a much more stable price situation than 
fabrics depending on more volatile wools. 


A subsidiary of Phillips Petroleum Company plans 
to construct a new 281-mile ten-inch pipe line from 
Borger, Texas, to Yale, Oklahoma, before long. Upon 
completion, this pipe line will make it possible to 
transport large amounts of West Texas and Pan- 
handle crude oil to the Phillips refineries in Kansas 
City, Kansas, and Okmulgee, Oklahoma, supplement- 
ing present substantial supplies. 


Bendix Aviation Corporation has announced the 
release of a new line of television models and initial 
shipments are already under way to all the major 
markets. The new, competitively priced line, ranging 
from a 14-inch table model to a 16-inch radio-phono 
combination, is expected to increase sales during 
the summer season. Improved styling and perform- 


ance, plus larger discounts to dealers, should aid in, 


achieving the desired goal. 


The continuing encroachment of Government in 
the public utility field can only be met by private 
utilities through increased market development and 
expanded facilities, according to Philip Sporn, presi- 
dent of American Gas and Electric Company in ad- 
dressing the annual meeting. If all requirements for 
electric power in a given area are adequately taken 
care of at reasonable costs and future needs are 
somewhat anticipated, less excuse will arise for in- 
trusion by Federal authorities. Mr. Sporn in study- 
ing long range planning by his own company and 
by other leading utilities concludes that the $6 bil- 
lion capital expenditures planned by the group for 
1947-51 will actually be nearer $9 billion, and that 
expansion will proceed at a high rate in following 
years. 
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Now that large scale industrial investments have 
been undertaken by the leading insurance companies, 
competition with banks and private bankers has 
increased. The growing importance of the Middle 
West and its expanding economy have prompted the 
Mutual Life Insurance Company of New York to es- 
tablish a regional investment office in Chicago. The 
territory to be covered at the outset will comprise 
the Mississippi Valley area. Henry Verdelin, vice- 
president, will establish headquarters in Chicago and 
begin operations on June 1. Under Mr. Verdelin’s 
supervision, the company will be in a better position 
to meet the needs of the real estate market and 
growing industries in the midwestern area. 


Commercial Credit Company of Baltimore recently 
elected Berthold Muecke, Jr. as secretary and gen- 
eral counsel of the company and its subsidiaries. Mr. 
Muecke, a partner in the company’s New York coun- 
sel firm for twenty years past, is a graduate of the 
College of the City of New York and of the Columbia 
University Law School. In his new position he suc- 
ceeds Eugene E. Heaton, who died not long ago. 


Unveiling of the huge Colorama at Eastman 
Kodak Company’s Photo Information Center in New 
York’s Grand Central Station marks another mile- 
stone in the history of color photography. The giant 
transparency measures 18 by 60 feet. The original 
color negatives used for enlargement of the three 
panel pictures cannot exceed approximately 5 inches 
in height or more than 91% inches in length, and are 
processed by special equipment at Kodak Park, being 
projected on a screen forty feet from the negative. 
As a result, the head of a little girl, as seen in the 
close-up on the Colorama measures about four feet 
from forehead to chin. The illuminator is a solid 
bank of cold-cathode tubes consuming 61,000 watts 
of electric current, and spaced 21% inches on centers 
totals more than a mile in length. 


The longest continuous lighting installation in the 
world, in which four ribbons of fluorescent light ex- 
tend almost two miles, illuminates the new Brooklyn- 
Battery Tunnels, recently opened for traffic in New 
York City. This unique lighting system is part of 
the electric equipment supplied by General Electric 
Company, in collaboration with the Triborough 
Bridge and Tunnel Authority for the 9,117 foot un- 
derground highway. Other items furnished by the 
company are power distribution equipment, switch- 
boards and controls, wire and cable. 


The final link in Algonquin Gas Transmission 
Company’s plan to bring natural gas to New England 
was recently completed when the supplying pipe 
line, Texas Eastern Transmission Corporation con- 
summated what is probably the world’s largest sin- 
gle natural gas supply contract. Texas Eastern con- 
tracted with an important producer of gas to re- 
ceive about 134 billion cubic feet annually, almost 
twice the amount needed by Algonquin. Texas East- 
ern recently applied to the FPC for a new 971-mile 
30-inch pipe line to serve Algonquin and other cus- 
tomers in the Northeast, and in connection with this 
project plans to acquire and operate the largest sin- 
gle underground storage facilities in existence, in 
order to assure adequate supplies of gas in the five 
winter months. The underground field would hold 
105 billion cubic feet of gas. 
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The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. This service in conjunction with your 
subscription should represent thousands of dollars in value to you. It is 
subject only to the following conditions: 

1. Give all necessary facts, but be brief. 

2. Confine your requests to three listed securities at reasonable intervals. 
3. No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





May Department Stores 

I would appreciate information as to 
May Department Stores’ recent sales 
volume, net income and ratio of assets to 
liabilities. F. J., Rutland, Vermont 

Consolidated net sales of May 
Department Stores Company and 
subsidiaries for the fiscal year 
ended January 31, 1950 were 
$392,915,446 being the second 
largest in the company’s history. 
The year’s volume was down 
314% from the record sales of 
$407,266,466 for the fiscal year 
ended January 31, 1949. Consoli- 
dated net earnings, after provi- 
sion for income taxes and minor- 
ity interest, were $18,092,371, 
equal after preferred dividend to 
$5.79 per share on the average 
number of shares of common 
stock outstanding during the fis- 
cal period. This compared with 
net earnings in the previous year 
of $19,650,653 or $6.52 per share. 

The moderate decline in sales 
last year was due in part to the 
general decline in prices. The past 
vear saw a return to more normal 
conditions in retailing, but with 
consumer purchasing power still 
near its all-time high. Downward 
price adjustments occurred in 
various merchandise lines as sup- 
plies became adequate, reflecting 
a closer relationship of the natu- 
ral forces of supply and demand. 

Total current assets as of Janu- 
arv 31, 1950 amounted to $124,- 
919,368 and current liabilities to 
$38,146,690, a ratio of 3.27 to 1 
compared with a ratio of 2.98 to 1 
at the beginning of the year. 
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Holdings of cash and Govern- 
ment securities aggregated $32,- 
426,721 against $31,089,867 at the 
end of the preceding year. Mer- 
chandise inventories totaled $41,- 
393,234, stated at cost or market, 
whichey ver is lower, compared 
with $41,026,330 the year earlier. 
Of the total inventory, $37,741,- 
893 was determined on the last-in 
first-out basis and the remainder 
on the first-in, first-out business. 

Dividends last year amounted 
to $3.00 per share and the 75c 
quarterly rate is expected to con- 
tinue. 


Continental Can Company 

I have been told that Continental Can 
Company is regarded as a good grade in- 
dustrial equity. Please present pertinent 
data as to recent earnings, expansion 
program and dividend. 

D.M., Columbus, Ohio 

Consolidated net earnings of 
Continental Can Company, Inc. 
and wholly-owned subsidiaries for 
the twelve months ended March 
31, 1950 applicable to the com- 
mon stock amounted to $3.83 per 
share, compared with $3.94 per 
share in the corresponding twelve 
months period ended March 31, 
1949, and $3.66 per share for the 
calendar year 1949. 

The current report showed con- 
solidated net earnings after in- 
come taxes and other charges of 
$12,674,968, which, after deduct- 
ing preferred dividends of $562,- 
500, left $12,112,468 applicable to 
3,158,801 common shares out- 
standing on March 31, 1950. This 
compared with net earnings of 





$13,021,355 for the twelve months 
ended March 31, 1949 after all 
charges, and a net amount of 
$12,458,855 after preferred divi- 
dends, applicable to 3,158,601 
common shares outstanding on 
March 31, 1949. 

Net sales for the twelve months 
ended March 31, 1950 amounted 
to $344,108,308 against $317,135,- 
874 reported for the correspond- 
ing twelve months ended March 
31, 1949 and $335,832,362 for the 
1949 calendar year. 

Sales for the first quarter of 
1950 were $69,502,243, compared 
with $61,226,298 in the same 
quarter last year—an increase of 
1314% 

1949 operating results were one 
of the best in the company’s his- 
tory. In comparing the earnings 
of the past three years with prior 
years, it should be borne in mind 
that the “life”? method of pricing 
inventories was applied to a sub- 
stantial portion of the company’s 
inventories in each of these years, 
has resulted in reducing the re- 
ported profits below those that 
would have been reported under 
the “average cost” method for- 
merly used. For the three years 
the difference resulting from this 
change in method amounted to 
about $2.50 per common share. 

The substantial demand, after 
war restrictions were lifted, for 
cans for beer, coffee, pet food and 
motor oil, has met a continuing 
increase in the amounts appro- 
priated for new equipment. The 
tremendous growth of new prod- 
ucts, such as cans for frozen juice 
concentrates and aerosol cans for 
a great variety of products, has 
added to these appropriations. In 
the past five years, a net total of 
about $6614 million has been 
spent in the expansion program 
of which approximately $12,900,- 
000 was spent last year. 

In addition to these capital ex- 
penditures, a total of nearly $70 
million has been spent for repairs 
and maintenance of which amount 
$16,198,446 was spent in 1949. 

Although these expenditures 
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have been large, any major cur- 
tailment of this program would 
have resulted in failure to main- 
tain the company’s competitive 
position in the industry and to 
keep pace with the growing needs 
of customers. 

Dividend payments of this good 
grade industrial equity for 1949 
amounted to $1.50 per share and 
80c has been declared thus far in 
the current year. 


United Merchants & Manufacturers 

Have recent earnings of United Mer- 
chants & Manufacturers increased and 
if they did, what were the figures and 
how have sales compared with the pre- 
ceding period? C. P., Camden, N. J. 

United Merchants & Manufac- 
turers reported estimated consoli- 
dated net earnings for the third 
quarter ended March 31, 1950 of 
$3,577,000, equivalent to 84c per 
share on the 4,481,588 shares of 
outstanding common stock. For 
the corresponding three months 
of 1949, consolidated net earnings 
totaled $2,147,000, equivalent to 
50c per share on the present num- 
ber of shares outstanding. 

This brings the total earnings 
for the nine months to $9,098,000, 
equivalent to $2.13 per share, 
which includes a foreign sub- 
sidiary’s earnings amounting to 
$952,000, not currently available 
to the parent company because of 
prevailing exchange restrictions. 
For the corresponding nine 
months of 1949, consolidated net 
earnings totaled $10,760,000, 
equal to $2.51 per share, includ- 
ing a foreign subsidiary’s earn- 
ings not available for dividends, 
amounting to $1,121,000. 

Total merchandise sales (in- 
cluding inter-company transac- 
tions) amounted to $194,175,000 
for the nine months ended March 
31, 1950 compared with $196,- 
971,000 for the same period last 
year. ‘ 

The company’s retail chain 
store operations under the name 
of Robert Hall Clothes, Inc., now 
has 88 units in operation from 
coast to coast and it is contem- 
plating opening additional units 
in the Fall of 1950. 

Dividends in 1949 amounted to 
$1.00 per share and 25c is the 
current quarterly rate. 


Beatrice Foods Company 


Please report contribution to sales 
volume of various divisions of Beatrice 
Foods Company; financial position and 
ratio of sales to year-end inventories. 

B. E., Peoria, Illinois 


For the fiscal year ended Feb- 
ruary 28, 1950, Beatrice Foods 
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Company reported net profit of 
$5,433,178 after all charges in- 
cluding provision for Federal in- 
come taxes, compared with $4,- 
806,961 for the preceding year. 
This is equivalent after provision 
for preferred dividend to $5.12 a 
share on 1,023,584 shares of com- 
mon stock outstanding and com- 
pares with $4.50 a share on the 
same basis for the previous fiscal 
year. 

While dollar sales of $190,459,- 
992 for the year were slightly 
lower than sales of $192,199,437 
for the previous year as a result 
of declining prices, the volume of 
products handled, in terms of unit 
sales, exceeded the previous year 
by 8.3%. 

All departments of the business 
contributed to the increase in 
profits. Fluid milk and cream 
sales accounted for about 30% of 
total dollar sales volume and in- 
creased by $961,700 over the pre- 
vious year, bringing the period of 
uninterrupted sales increases in 
this department to eleven years. 
The gain in milk sales in the last 
fiscal year, however, was entirely 
due to an increase of 7.5% in gal- 
lonage handled, the average price 
having declined 414c a gallon 
from the previous year. During 
the year the company continued 
to expand its milk department 
and extended its activities into 
several new areas. 

Sales of the ice cream depart- 
ment accounted for 17% of total 
dollar sales in the last fiscal year 
and, on a gallonage basis, showed 
an increase of 2%. Sales bene- 
fited from favorable weather con- 
ditions. The trend of prices was 
downward, but due to the increas- 
ing proportion of packaged -ice 
cream in the company’s sales vol- 
ume as a result of changing meth- 
ods of distribution, dollar sales 
were sustained at last year’s level. 
A steadily increasing volume of 
ice cream is being distributed 
through freezer cabinets in retail 
food outlets which carry only 
packaged merchandise. 

The butter department of the 
company has made a sharp re- 
covery. Tonnage sales showed an 
increase of 13.8% and were equal 
to 77% of the company’s all time 
peak established in the fiscal year 
ended February 29, 1940. The but- 
ter department also made a sub- 
stantial improvement in profits 
over the previous fiscal year. Sales 
of butter accounted for 25% of 
total dollar sales volume, slightly 
below the previous fiscal year, due 
to a decrease of 10c a pound in 





the average sales price compared 
with the previous year. 

Sales of other departments, not 
including dairy products, totaled 
$31,400,600 compared with $28,- 
911,600 in the preceding year, a 
gain of 8.6%. This sum repre- 
sents 16% of the company’s total 
sales in the last year and indi- 
cates the company’s growing di- 
versification. The frozen food 
sales last year totaled $12,878,- 
700, an increase of 20% over the 
previous year. 

Net working capital of the com- 
pany as of February 28 was $19,- 
433,854 as compared with $19,- 
006,957 at the end of the preced- 
ing year. The company’s year-end 
inventory amounted to $5,345,132 
compared with $4,916,848 at the 
end of the preceding year. The 
ratio of sales for the year to year- 
end inventory was 36 to 1 com- 
pared with 39 to 1 for the pre- 
vious year. 

Dividends including a special 
amounted to $2.00 per: share thus 
far this year against $1.50 paid 
in the full year of 1949. 


Louisville Gas and 
Electric Company 

Will you please furnish information 
as to revenues of Louisville Gas & Elec- 
tric Co. (Kentucky) and dividends. 

E.C., Ashland, Kentucky 

Operating revenues of Louis- 
ville Gas & Electric Company 
(Kentucky) and subsidiary com- 
panies for the twelve months 
ended March 31, 1950, amounted 
to $27,934,430 as compared with 
$27,087,544 for the twelve months 
ended March 31, 1949. Net oper- 
ating income, after operating ex- 
penses, maintenance, taxes, de- 
preciation, etc., was $6,938, 912 
for the twelve months ended 
March 31, 1950, compared with 
$5,856,943 for the corresponding 
period ended March 31, 1949. Net 
income, after deductions for all 
interest charges, amortization of 
debt discount and expense, amor- 
tization of plant acquisition ad- 
justments, etc., amounted to $4,- 
697,281 or $3.39 per share com- 
pared with $4,476,115 or $3.18 
per share for the corresponding 
periods indicated. 

For the three months period 
ended March 31, 1950, operating 
revenues amounted to $8,404,981, 
compared with $7,557,964 for the 
corresponding period of the pre- 
vious year. Net operating income 
for the first three months of 1950 
amounted to $1,799,013, compared 
with $1,794,203 for the corre- 
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vared | The 1949 ANNUAL REPORT of The Dayton Power and Light Company shows 
3, not 
“| A YEAR OF STEADY PROGRESS 
$28,- 
ar, a 
epre- e °, 
total * Gross Operating Revenues Up 11.8% to $36,875,000 
—<_ ¢ Net Available for Common Stockholders Up 27.0% to $5,519,000 
i ° ° 
J si ¢7-Year Construction and Operating Program 61% Completed 
878,- \ \\ | } / 
r the \ \ | / j setae: 
On March 11, 1949, the second 60,000 kw gen- \ \ @ The year 1949 marked the half-way point in a broad 
erating unit at the O. H. Hutchings Steam-Electric \ ’ - : ‘ 
com- Géierdilia Sialion Wan abel incense Alaa \ construction and expansion program launched in 1946, and 
8 P . 
$19,- 60,000 kw unit will be placed in service in 1950 scheduled for completion in 1952. This program, presently 
19 and a fourth in 1951. At the close of 1949, the , ma - a 
$19,- rated capacity of the company’s electric generat- estimated to cost $94,263,000, is about 61% completed. 
eced- ing facilities was 331,325 kw. Gross revenues from all services in 1949 reached the all- 
an time high of $36,875,000, reflecting the soundness of our 
D, “ At close of year, the company’s substation capac- : . arnin avail- 
t the ities were 800,121 kva. Transmission lines ex- construction and operating programs. Net:< gs . 
The tended 705 circuit miles and distribution lines able for common stockholders totaled $5,519,000. This 
10,633 circuit miles. A 132 kv transmission line > “ 5) 
year- (to be operated initially at 66 kv) will be con- represented $2.78 per share Conmmpened with $2.56 for 
2 structed in 1950. 1948) and was calculated on the basis of the number of 
com 
pre- Our service area, located entirely within Ohio, consists of 6,041 square shanes of Common Stock outstanding - the end of the year. 
miles and covers one-seventh of the total area of the state. It has a Dividends of $1.80 per share were paid on Common Stock 
: population of 811,600 and is unique in the large number (280) of * : ivi 
ecial <hlin, tewiti, wid dla imane during the year. (Early in 1950 the quarterly dividend rate 
thus was increased from $ .45 to $ .50 per share.) 
paid At the close of 1949 we were supplying a total of 317,995 
customers with one or more of our utility services: elec- 
INCOME STATEMENT OF THE COMPANY tricity, gas, steam heating, water, or hot water heating. 
for the two years ended December 31, 1949 The total electric gross revenues of $26,500,000 were 
ithe ba ome 12.5% greater than in the previous year. Gross revenues 
OPERATING REVENUES: “ 
Elec- ENOTES $23,560,778 from gas were $9,012,000 for the year, 10.0% higher than 
a ew SOB ie tens covneee cs patns caetee gies fa, 2 ame 8,191,095 in 1948. Gross revenues from steam, hot water, and water 
uck BAS ae eee eee eae 1,362,761 1,239,738 o é 
Juis- Total operating revenues .............. $36,874,590 $32,991,611 were $1,363,000, up 9.9% over 1948. 
von onsidered from a wide variety of viewpoints, we are 
‘ Considered f: d ty of t 
pmo OPERATING EXPENSES: located in one of the most progressive sections of America. 
CcOm- Gas purchased for resale................ ... $ $5,300,973 $ 5,056,793 : d ad e 
nths Electricity purchased for resale........ ; 1,115,146 1,501,899 A steady expansion of industry, requiring workmen with a 
t d Production of electricity, steam and hot water. .. 7,089,689 7,091,756 high degree of skill, has continued after the war. The de- 
nte Transmission, distribution and general..... .__ 5,126,734 4,931,625 Enis 7 ni 
with Total operation: ...c-<. <<: .0%<. 00-084 $18,632,542 518.582,073 centralization of industry in other parts of the nation has 
nths brought to some of the small towns in our area a number of 
, Maintenance ...... ‘ RT gee 2,218,463 1,827,655 : anal . —— Fe 145 
yper- Sadie ........ OD cee tees 2436 ,456 2019887 new industries, resulting in increased residential building 
y eX- WRadee eo} bbarcorect eres 6,100,487 5,009,987 and commercial activity. Population growth is twice the 
de- Total operating expenses ..........0...... $29,387,948 $27,439,602 . aa - eloand . ct 
87.948 e143 ’ Ww a ximate y, 
912 Wet Operating fEVERUC ... . 6... ceeds cee ce.s $ 7,486,642 $ 5,552,009 aan —_ wanna buy ee ly 16% 
d d higher than the national average . . . These are all factors 
With OTHER INCOME (net). - -5.22)-0s.0reecnensers 63,855 327,941 indicating there will be a steadily increasing demand for 
ding MIFORS UMROUUE ais ess ice oar aieta wars: Care oien has $ 7,550,497 $ 5,879,950 all our utility services over the years ahead. 
Net INCOME DEDUCTIONS: 
2 ll Interest on first mortgage bonds ........... $ 1,483,375 $ 1,054,708 
" a Other Income Deductions (net) (credit®).... 108,226* 175,657? 
n of Total income deductions ................ $ 1,375,149 $ 879,051 
nor- Pe INE hie vaida- os ha cindacomne na nene’s $ 6,175,348 $ 5,000,899 
ad- 
7 PREFERRED DIVIDENDS: 
$: ~ SF TSGe SCTICS Ae IMD sos os croc wow ees 0 $ 656,269 $656,269 
-0OM- Balance. transferred to earned surplus. _$ 5,519,079 $ 4,344,630_ 
3.18 
ling EARNINGS PER SHARE OF COMMON STOCK?# $2.78 $2.56_ 
riod *Based on shares outstanding at end of respective years. 
ting Now that the supply of natural gas is im- 
981, proved and the demand continues to grow, 
the ’ the company is expanding its distribution 
These statements are condensed from the 1949 reports of the company. They are published here system. A total of $1,312,200 was spent in 
pre- for general information and are not intended to induce, or to be used in connection with, any sale 1949 for the construction of gas facilities, 
ome or purchase of securities of the company. A copy of the annual report will be mailed on request. compared with $777,400 for 1948. 
1950 
rd | THE DAYTON POWER AND LIGHT COMPANY 
rre- 25 North Main Street, Dayton, Ohio 
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Interpreting the 
Significance of New 
Foreign Developments 





(Continued from page 269) 


all farm surpluses — always as- 
sociated with the names of Miran- 
da and Yapi. 

These policies nearly killed the 
proverbial goose laying golden 
eggs. Argentine farmers refused 
to produce any surpluses, and 
during the present crop year, af- 
fected by a serious drought, there 
has been very little to sell. Vari- 


ous European countries, Great 
Britain, France, Belgium, and 
Switzerland are eager to buy, and 
have plenty of goods to offer. But 
Argentina has not had much to 
sell, let alone give away to 
Franco’s Spain. 

The first need is to expand 
agricultural production in gen- 
eral; the second task is to in- 
crease productivity. Essentially, 
the foreign exchange earning ca- 
pacity of Argentine agriculture 
must be restored. There are many 
prospective customers for Argen- 
tine grains, meat, linseed and 
wool, provided production can be 
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CHESTERFIELD station, recently doubled in capacity, 


is now to have another 100,000 Kw. unit added. 


ELECTRIC power already is avail- 
able to over 90% of the people of 
Virginia (86% of the farms are 
now connected) and new customers 
are being connected up on the 
Vepco System at the rate of one 
customer every four minutes ... or 
120 new customers per working 
day. That was the record for 1949 
when 31,406 new customers were 
connected, including over 19,000 
rural customers, a gain of over 
7%, the largest increase in any 
year in the history of the company. 

Looking to the needs ahead, a 
long-range construction program, 
involving the expenditure of $150,- 
000,000, was begun in 1946. 
Besides transmission lines, substa- 
tions and interconnection facilities 
with our neighbors, the construction 
program includes six new steam 
generating units which, when com- 
pleted in 1952, will add 400,000 


Kw. capacity to the Vepco system, 
220,000 Kw. of this new capacity 
now being in operation. A hydro- 
development on the Roanoke river 
near Roanoke Rapids, N. C., to 
develop a further 90,000 Kw. of 
electric power also is on the pro- 
gram for construction as soon as 
the necessary approval is obtained 
from the Federal Power Commis- 
sion where application for a license 
to make this development is now 
pending. 

There has been no curtailment of 
Electric Power in the Vepco terri- 
tory and the added capacity 
resulting from this expansion pro- 
gram assures an adequate supply 
of reliable electric power on the 
Vepco System where the combi- 
nation of natural resources, good 
climate, excellent transportation, 
splendid workers and other advan- 
tages invite industrial development. 


VIRGINIA ELECTRIC AND POWER COMPANY 
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expanded. Germany especially is 
eager to re-enter the Argentine 
market. On the other hand, the 
future prospects for dollar earn- 
ings are none too good. There re- 
mains the old unsolved problem 
of what we could buy from Ar- 
gentina besides meat and que- 
bracho. Mr. Miranda’s policies 
killed the market here for Argen- 
tine linseed for good. At any rate, 
the exporters to Argentina will 
have to move cautiously, for a 
second bailing-out may be more 
difficult to sell to the American 
taxpayer. 


‘The Ruble Trading Area’’ 


The outlines of “the ruble trad- 
ing area” are becoming more and 
more obvious. Bilaterial trade 
agreements between individual 
Eastern European satellite coun- 
tries and the West are not being 
renewed, and even mutual-aid 
treaties among the satellite coun- 
tries themselves appear to be on 
the way out. The moves made 
during the past few months point 
to the establishment of a vast 
customs union embracing all the 
communist - dominated countries 
including China, Manchuria, and 
Mongolia. All the international 
payments of this custom union 
would be funneled through Mos- 
cow, and the “upvalued” ruble 
would, of course, be used as the 
medium of exchange. 

The removal of all the remain- 
ing gold reserves of the satellite 
countreis — Rumanian and Hun- 
garian gold reserves have been 
moved already — to Moscow will, 
unquestionably, be the next step. 
Moscow is also reported to be tak- 
ing measures to eliminate compe- 
tition for western markets among 
the various members of the ruble 
customs union, China included. A 
German financial expert, Karl 
Clodius, who at one time collabo- 
rated with Dr. Schacht in build- 
ing up the German economic em- 
pire, is credited with working out 
plans for the communist economic 
bloc. 

The result of all these develop- 
ments will be a smaller volume of 
trade between the East and the 
West, and also fewer contacts in 
general. This is exactly what 
Moscow wants. In order to make 
the economic integration more 
palatable, Moscow has been play- 
ing up the unwillingness of the 
United States to trade with the 
satellite countries. Only time will 
tell whether we have been right 
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in embargoing shipments of 
goods to Eastern European coun- 
tries — at a time when the very 
same goods are being sold to the 
satellites by Switzerland and 
other Western European coun- 
tries. 





Recent Dividend Increases 
— How Dependable? 





(Continued from page 267) 

a radical downtrend in prices for 
fats and oils that necessitated se- 
vere mark-downs on inventory 
values. In anticipation of this, 
however, the management had es- 
tablished reserves of $37 million, 
by the application of $21 million 
of which earnings were kept at a 
fairly satisfactory level. 

In the first nine months of the 
current fiscal year, materials 
costs have become rather stabil- 
ized, and increased demand for 
soaps has arisen. In consequence, 
net earnings for nine months rose 
to $5.08 per share from $3.48 in 
the same 1949-50 period. As Proc- 
tor & Gamble still has available 
$16 million of inventory reserves 
and has completed large scale 
plant improvement, it has seemed 
logical to lift the dividend rate, 
however conservatively. While the 
worldwide business of this firm is 
sensitive to economic changes, 
there is little in the medium term 
outlook to suggest that the new 
quarterly rate of 65 cents a share 
may not prove dependable. 

For the fourth consecutive 
year, the sales of Dow Chemical 
Company have continued with an 
uptrend, while earnings slowly 
but steadily have shown improve- 
ment. For nine months of the fis- 
cal year ending May 31, 1950, the 
company reported volume of 
$154.7 million versus $149.6 mil- 
lion in the related span of a year 
earlier, while net earnings per 
share were $4 per share com- 
pared with $3.81. 

The history of Dow Chemical 
has been one of marked growth, 
with considerable stability as- 
sured by diversified output of in- 
dustrial chemicals, plastics, agri- 
cultural chemicals, pharmaceuti- 
cals and magnesium. The manage- 
ment regards the outlook for mag- 
nesium as especially promising, 
and broad markets have been de- 
veloped from products made of 
this light material. As the com- 
pany’s net earnings in fiscal 1950 
may be around $5.50 per share 
and its financial status is strong, 
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A Growing Company 
in a Growing West 


(Serving in Utah, Idaho, Wyoming and Colorado) 


America's Intermountain region is growing. 


@ SINCE 1939 in the State of Utah 


M Annual income has more than trebled. 
MM Employment has jumped 61%. 


M Trade volume has increased nearly four 
times. 


Population has increased 24%, against a 
national gain of about 11%. 


@ Utah Power & Light Company is well under way on its 
five-year $61 million expansion program which will 
boost its total generating capacity 82 per cent by 1953. 


M 44,000 additional kilowatts on the line 
this spring. 

“ 66,000 kilowatts under construction . 
ready in 1951. 


™“ And other facilities abuilding to assure 
adequate, dependable, low cost elec- 
tricity for this fast growing area. 


Yes, business and industry are moving forward solidly in 


the mountains — with seven-league boots. Prospects for 
the future are even brighter. 


UTAH POWER & LIGHT COMPANY 
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annual dividends at the rate of cents. In the fiscal year ended 


$2.40, as indicated by the recent 
advance to 60 cents quarterly 
from 40 cents, appear very con- 
servative and should be comfort- 
ably maintained. 

The payment of a 20 cents a 
share dividend by Avco Manufac- 
turing Company on May 25, a 
semi-annual distribution, was five 
cents more than was paid in May 
and December last year. The com- 
pany observes no regular dividend 


rate and since 1941, annual pay- . 


ments have varied widely in a 
range of 10 cents to a peak of 60 


November 30, 1949, readjustment 
handicaps reduced net earnings to 
54 cents per share from $1.11 in 
the preceding period, and in the 
recent February quarter a net of 
15 cents a share was reported. 
At the annual meeting, stock- 
holders of Avco were told that 
business in the second quarter 
should improve and continue at 
a satisfactory level throughout 
fiscal 1950. The company’s Cros- 
ley Division has been setting new 
records in production of refrig- 
erators and television sets; sales 
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Fae — 
PLASTICS 


CELANESE: 


} CORPORATION OF AMERICA 
' 180 Madison Avenue, New York 16, N. Y. 


oN Ii) 


HE Board of Directors has this day 
declared the following dividends: 


FIRST PREFERRED STOCK 
$4.75 SERIES 
The regular quarterly dividend for | 
the current quarter of $1.1834 per ) 
§ share, payable July 1, 1950 to 
holders of record at the close of busi- 
ness June 2, 1950. 


7% SECOND PREFERRED STOCK 
The regular quarterly dividend for 
the current quarter of $1.75 per share, 
} payable July 1, 1950 to holders of 
record at the close of business June 
2, 1950. 

COMMON STOCK 
60 cents per share, payable June 
23, 1950 to holders of record at the 
close of business June 2, 1950. 


R. O. GILBERT 


Secretary 





« May 23, 1950. 

















Beneficial 


industrial Loan 
Corporation 
| DIVIDEND NOTICE 


| Dividends have been declared by 
| the Board of Directors, as follows: 


CUMULATIVE PREFERRED STOCK 
$3.25 Dividend Series of 1946 
$.81'/, per share 


$4 Dividend Series of 1948 
$1 per share 


(for quarterly period ending 
June 30, 1950) 


COMMON STOCK 
$.37!/y per share 
The dividends are payable June 30, 
1950 to stockholders of record at 
close of business June 5, 1950. 


PHILIP KAPINAS 
Treasurer 
May 22, 1950 








Atlas Corporation 


33 Pine Street, New York 5, N.Y. 





Dividend No. 34 


on Common Stock 





A regular quarterly dividend of 40¢ 
per share has been declared, payable 
June 20, 1950, to holders of record 
at the close of business on May 26, 
t950 on the Common Stock of Atlas 
Corporation. 

Wa ter A. PEerTerson, Treasurer 


May 12, 1950 
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and earnings of the New Idea 
Division that produces farm 
equipment are holding up well; 
and the same could be said of the 
steel kitchen sink and cabinet 
business handled by the American 
Central Division. Avco’s récent 
acquisition of a substantial block 
of stock in Bendix Home Ap- 
pliances, Inc. may also be consid- 
ered as an encouraging factor. 
On the other hand, granting that 
operations in the current very ac- 
tive year probably warrant pay- 
ment of moderately higher divi- 
dends, if the television boom ta- 
pers off before long and consumer 
demand generally should recede, 
ability to maintain stable divi- 
dends would have to be proved in 
view of the rather erratic long 
term earnings record of the com- 
pany. 
Brown Shoe Co. 


Brown Shoe Company, a lead- 
ing factor in its industry, usually 
waits until the end of the year to 
liberalize dividends by payment of 
extras. Evidence of improved de- 
mand and operating conditions, 
however, led the management to 
lift last year’s payment in the 
December quarter to 40 cents 
from 30 cents a share, aside from 
declaring an 80 cents year-end 
extra. Recently the quarterly pay- 
ment was again raised to 50 cents 
a share (although no definite rate 
is employed by this company), 
clearly a reflection of strong man- 
agement confidence in sales and 
earnings potentials in the current 
year. 

In support of this surmise, one 
might cite that volume in the 
January quarter rose about 8% 
from that a year before, with 
probable benefit to earnings that 
have not yet appeared. Brown 
Shoe has an enviable record of 
earnings and dividend stability, 
and its share holders have re- 
ceived payments regularly since 
1923. From 35 factories, an an- 
nual output of more than 19 mil- 
lion pairs of shoes is distributed 
through 18,000 dealers, and ag- 
gressive promotional activities 
have strongly entrenched the 
company’s Buster Brown shoes 
and other brand names in popu- 
lar favor. On the whole, it seems 
pretty sure that the increased 
dividends will’continue under cur- 
rent satisfactory market condi- 
tions, although a probable year- 
end extra might be somewhat ad- 
justed as an offset. 


A recent advance in the quar- 
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terly dividend rate of Hershey 
Chocolate Corporation shares to 
50 cents a share from 3114 cents 
appears fully justified in view of 
earnings of $1.83 per share in the 
March quarter alone. In this case, 
as with Brown Shoe Company, 
payment of year-end extras 
rather than advanced quarterly 
rates have been the rule. Current 
demand for the company’s prod- 
ucts is holding up well, and with 
no signs of near term diminution. 

In 1949, stabilization of sharp- 
ly lower cocoa prices eliminated 
former heavy inventory mark- 
downs, and operating margins 
widened despite a decline in vol- 
ume induced by lower prices for 
finished products. The company’s 
trade position is firmly ‘estab- 
lished and sales traditionally en- 
joy a good measure of stability. 
Although the first quarter earn- 
ings were at an annual rate of 
about $7.30 per share, this was 
by no means abnormal, as _ in 
many past years they have been 
equally satisfactory or even bet- 
ter in some years. Hence chances 
are strong that the improved 
quarterly rate may continue in- 
definitely, bolstered by occasional 
extras. 





New Economic Role 
of Consumer Durables 





(Continued from page 251) 


is not only the residue of deferred 
demand which still exists, and 
relatively high current demand, 
but also the preference for finan- 
cial liquidity of a good many con- 
sumers. The prospect of lower 
prices can be an important in- 
ducement to demand _ postpone- 
ment, and vice versa. But perhaps 
more important may be any in- 
clination toward liquidity prefer- 
ence, or the very need in this 
direction. 

As to the former, there are 
strong suggestions of a compensa- 
tory relationship between per- 
sonal savings and durable goods 
expenditures. As to the latter, 
consumer durable goods buying, 
since much of it is done on credit, 
has certain self-curtailing aspects 
in the shorter run at least, not 
only because of temporary satis- 
faction of demand but because of 
reduced ability or willingness to 
buy. This is something not even 
the Government can counteract. 
No amount of compensatory Gov- 
ernment spending, unless it in- 
creases individual consumer in- 
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come rather than merely sustains 
it, as is usually the case, can 
broaden consumer durable mar- 
kets once they are in a declining 
phase because of prior boom and 
widespread satisfaction of demand. 


One remedy is for manufac- 
turers to introduce improvements 
and slash prices wherever possi- 
ble with the dual objective of 
maintaining current demand and 
broadening the total market. This 
is exactly what happened last 
year in the appliance field; it will 
happen elsewhere as soon as ne- 
cessity dictates such action. Easy 
payment plans have been, and 
still are, important in pushing 
consumer sales—but not forever. 
Terms can hardly be made still 
easier, and extensive credit buy- 
ing has already weakened the 
finances of many consumers 
pretty far ahead. Hence sooner or 
later, the harder road of making 


lower priced models must be 
taken to maintain high level 
activity. 


What keeps stimulating the 
current high volume of consumer 
durable goods sales is not only 
maintenance of high consumer in- 
comes, always a basic factor, and 
easy credit—no less important— 
but high employment and the ex- 
istence of large liquid assets in 
the hands of individuals. In addi- 
tion the building boom, and the 
way it’s being financed, is of con- 
siderable significance. 

Not only can low-priced houses 
now be bought with a smaller 
down-payment than, for instance, 
automobiles, but they are also 
sold with a complete “package” of 
major household appliances. This 
not only lifts current sales, but 
in the long run should make for 
much larger replacement markets. 
Additionally, the great number of 
new houses now being put up re- 
quire substantial amounts of 
house furnishings of every type. 
Both of these factors have been 
instrumental in raising consumer 
outlays for durable goods in re- 
cent months, apart from automo- 
bile purchases which contributed 
materially to the increase. 

Despite the fact that even the 
best customers for durable con- 
sumer goods will be forced out of 
the market from time to time, 
either because of temporary sat- 
isfaction of demand or because of 
accumulated commitments against 
future income, markets in the fu- 
ture — though subject to fluctua- 
tions — should be permanently 
broader. In addition, there is a 
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“*A”’ as in Armco—'‘S”’ as in Steel 


“AS” is the new ticker symbol of 
Armco Steel Corporation—A for Armco 
and S for Steel. 


Armco Steel Corporation’s old ticker 


| symbol was “RM.” The change to “AS” 
was made to conform with Armco’s 


new name. In 1948 The American Roll- 
ing Mill Company was rechristened 
Armco Steel Corporation. 

The change was one of name only, 
and the reasons for it were simple. 


| Through increased diversification of 


products Armco had gone far beyond 
the meaning of “rolling mill.” And 
since the trade name “Armco” was so 


| widely used, it was logical to make 


reasonable prospect for stabiliza- 
tion of durable goods activity at 
a somewhat lower level rather 
than an abrupt and sharp decline 
once the bloom is off the postwar 
boom. 

Our 150-million population — 
with the bulk of the labor force 
employed at high wages—enjoys 
a higher standard of living than 
ever before, a standard that finds 
chief expression in wider demand 
and possession of consumer dura- 
bles of every sort. Not only will 
current demand be higher than 
before, but the same applies also 





ARMCO STEEL CORPORATION 


Headquarters at Middletown, Ohio, with Plants and Sales Offices from 
Coast to Coast * The Armco International Corporation, World-Wide. 





it a part of the new company name. 


Although Armco’s ticker symbol is 
brand new, “AS” designates a corpora- 
tion whose soundness and reliability 
stem from 50 years of progressive steel- 
making. For half a century Armco Steel 
Corporation has been the nation’s 
leading producer of special-purpose 
steels. ‘Today manufacturers use these 
steels in countless new and improved 
products for home, farm and industry. 


Even as the name “Armco” means 
extra quality to millions of metal users, 
so will the symbol “AS” stand for crea- 
tive steel-making and progressive man- 
agement to investors everywhere. 


SRMCY 
V/ 


to replacement markets—an im- 
portant consideration. And exist- 
ing market potentials are stimu- 
lated by various factors. 

Just as growing rural electrifi- 
cation will continue to stimulate 
demand for electrical appliances 
in rural areas, so will the spread- 
ing network of TV-stations aug- 
ment demand for video receivers 
in areas heretofore not served by 
telecasting stations. Similarly, the 
greater number of autos on the 
road, and their greater use, should 
backstop automobile production 
even after full return of a buyers’ 
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Union CarBivE 


AND CARBON CORPORATION 


UCC 


A cash dividend of Fifty cents (50c) per 
share on the outstanding capital stock of 
this Corporation has been declared pay- 
able July 1, 1950 to stockholders of rec- 
ord at the close of business June 2, 1950. 


KENNETH’ H. HANNAN 


Secretary 





























MIDDLE 
SOUTH 
UTILITIES, 


DIVIDEND 





The Board of Directors has this 
day declared a dividend of 272¢ 
per share on the Common Stock, 
payable July 1, 1950, to stock- 
holders of record at the close of 
business June 9 1950. 

H. F. SANDERS, 


New York 6, N. Y. Treasurer 


May 26, 1950 





























WHEN THE STOCK MARKET TURNS 
Be Prepared for Quick Action 


To Protect Your Profits 
You Need These 


964 CHARTS 


in the New May Issue of 


GRAPHIC STOCKS 


The most comprehensive book of stock 
charts ever published . . . shows 

© Monthly Highs and Lows 

© Annual Earnings 

© Annual Dividends 

© Latest Capitalizations 

© Monthly Volume of Shares Traded 
of virtually every stock actively traded on 


the N. Y. Stock and Curb Exchanges for 
over 1] years to May 1, 1950. 

Also — 42 Group Averages printed on 
transparent paper. 

GRAPHIC STOCKS thus enables you to 
make quick and profitable decisions with- 
out having to plow through heavy statis- 
tical books. 

This Spiral Bound book, 8% x 11 inches, 
containing 964 charts, is now off the press. 
SEND YOUR ORDER NOW-—+to assure get- 
ting your copy before 
out as was the case wit 


NTT $10.00 
YEARLY (6 Revised Issues)...... 


F. W. STEPHENS 


15 William St., New York 5 
Tel. HA 2-4848 


rint order is sold 
our March issue. 
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market and complete satisfaction 
of deferred demand. Repercus- 
sions of the housing boom on du- 
rable goods demands of every 
type will be incisive and long- 
lasting, as already pointed out. 
And new items such as home air 
conditioners are only now begin- 
ning to be more widely appre- 
ciated, with enormous future po- 
tentialities. 

In short, volume potentials of 
manufacturers of consumer dura- 
bles are likely to remain promis- 
ing, viewed from any angle. Profit 
potentials on the other hand de- 
pend not only on volume but will 
be determined by competitive in- 
fluences as well—and competition 
is bound to be keen, favoring the 
strong and the efficient. 

The consumer durable goods 
field embraces an enormously im- 
portant segment of our economy, 
ranging from houses and automo- 
biles to radios, TV sets, electrical 
appliances, furniture and all kinds 
of home furnishings. Competition 
is always keen within these vari- 
ous lines, but often it is just as 
keen, if not even sharper, between 
some of these lines, and also with 
soft goods lines such as apparel, 
shoes, etc. 


Consumer Preferences 


Thus fluctuations in consumer 
preferences must also be consid- 
ered. Right now they greatly fa- 
vor most consumer durables, not 
a strange phenomenon at all in 
times of prosperity. It is in such 
times when consumer durables do 
best, when sales and profits as- 
sume somewhat of an “explosive” 
character only to subside to more 
normal levels as demand satisfac- 
tion progresses or the business 
cycle changes. But as already 
stated, any reverse trend hence- 
forth should halt at higher levels 
than in the past, and this in turn 
should prove a stabilizing factor 
elsewhere. 

In the appended table we have 
listed a number of consumer du- 
rable goods manufacturers, most 
of whom at present benefit con- 
siderably from boom conditions in 
their lines. The list is far from 
complete, for obvious reasons in 
view of the wide range of manu- 
factures involved, nor do they 
necessarily all represent recom- 
mendations on our part. The sta- 
tistics show the impact on sales 
and earnings of last year’s reces- 
sion, and recovery trends indi- 
cated by more recent results. In 
favorable position appear such 


concerns as General Electric and 
Westinghouse Electric, Philco and 
Zenith Radio, Armstrong Cork, 
Bigelow Sanford, McGraw Elec- 
tric and Simmons — to mention 
some of the more outstanding 
situations. 





The Utility 
Operating Companies 
— Looking to 1951 





(Continued from page 257) 


are connected up with the new 
pipelines, but this will not be a 
vital factor in their fuel bills. 

For the great majority of com- 
panies which generate steam by 
burning coal, the modern new 
generators are very important 
from an earnings standpoint. Back 
in 1921, it took 2.7 pounds of coal 
(or equivalent fuel) to produce 
the average KWH.A decade later, 
through the installation of new 
and more efficient generators, as 
well as the inter-connection of 
power companies (which permit- 
ted 24-hour use of the best equip- 
ment in many cases), this 
dropped to 1.52 pounds. Progress 
in the next decade was compara- 
tively slow, because the industry 
was “coasting,” with very little 
new generating capacity added; 
and this condition continued 
through the war years. 

In 1948 the figure still stood at 
1.30 pounds, but in 1949 a new 
down-trend got under way, only 
1.28 pounds being consumed in 
that year on the average, as 
latest-model hydrogen-cooled gen- 
erators began to enter the pic- 
ture. Heavy construction will con- 
tinue through 1951, and some 
companies are now planning for 
extensions of their programs a 
year or two further. For example, 
Consolidated Edison recently an- 
nounced that it hoped to build the 
largest steam generating plant in 
the world, with the first unit go- 
ing on the line in 1953. 


Further Economy Potential 


Since the largest, most modern 
generators require only about 
three-quarters of a pound of coal 
to create a KWH, it is obvious 
that with these generators replac- 
ing obsolete equipment which 
may burn 114 pounds or more, 
there are still startling economies 
obtainable in the fuel department. 
Moreover, these new generators 
require only a skeleton staff of 
employees to operate them as 
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compared with the, old machinery. 
Hence with the use of new billing 
machinery and other devices to 
reduce administrative costs, the 
number of employees remains 
pretty constant and the wage 
scale is affected only by the an- 
nual increases exacted by the 
unions. 


























Percentage Gain in 
1949 Earnings (over 1948) 
of Selected Companies 
%o 
New England Electric System... 33% 
Central Maine Power on cccencnennne 34 
Pub. Ser. of New Hampshire................_ 35 
Philadelphia Electric 2 eeccecccnnnnee 22 
Niagara Mohawk Power. 22 
Consolidated Gas of Baltimore... 25 
Pennsylvania Power & Light... 20 
Long Island Lighting................ Pate | 
Delaware Power & Light......... eee oe 
Detroit Edison .......... ee el 
Commonwealth Edison ......... oc ae 
Cleveland Electric ...... eae 70 
Cincinnati Gas & Electric 2E | 
Dayton Power & Light bi. aE 
Holedoledison) eo 36 
Northern States Power pat ee See 
Minnesota Power & Light Cee 
Kansas Gas & Electric. a 1S 
Southern Company 2. 
Virginia Electric & Power eae 
Florida Power & Light... i ae 
So. Carolina Elec. & Gas....... . @ | 
Houston Light & Power eee 24 | 
Gulf States Utilities... 2 ae 
So. California Edison............... re |, | 
San Diego Gas & Electric 34 
California Electric Power... at 281 
| 








Figures on electric utility earn- 
ings are available for the first 
quarter of 1950. On a composite 
basis, January net income showed 
a gain of 17.6% over last year, 
February 9.9% and March 9.6%. 
Residential sales of electricity 
continued to boom — February 
showed an increase of 11.2%, and 
this is the “big earner” for the 
utilities. Moreover, construction 
of new houses is now running 
about 50% over last year, which 
seems to insure continued gains 
as these houses are occupied. 
Sales of appliances, including tele- 
vision, remain at a high level; 
recent reports indicate that an- 
ticipated summer cutbacks in the 
television industry have been 
greatly exaggerated, and retail 
sales are being stimulated by 
price mark-downs. 

From the standpoint of sales 
and fuel costs, therefore, the out- 
look seems good for the balance 
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of 1950. Judging from recent set- 
tlements of union demands, labor 
costs seem likely to increase at 
about the same rate this year as 
last. The trend of maintenance 
costs may be down somewhat, 
since a larger proportion of the 
equipment in regular use will be 
relatively new. The introduction 
of natural gas in the East and 
elsewhere through the extension 
of the new pipelines should aid 
miscellaneous income. While fixed 
charges will continue to increase, 
the trend in net income should 
continue upward in 1950 and be- 
yond, though net gains may be 
somewhat less than in 1949. 
Last year, the utility market 
was handicapped by a continued 
flow of “new money”’ stock offer- 
ings and subscription rights, plus 
the sales and distributions made 
by the holding companies under 
their dissolution programs. This 
program is continuing in 1950, 
although throw-offs by the hold- 
ing company are now slower, 
since only a few large companies 
remain to be broken up. One large 
holding company sale is_ being 
successfully absorbed with the of- 
fering of Toledo Edison common 
stock by Cities Service through 
rights to its own stockholders. 


Favorable Demand Factors 


A favorable factor will be the 
initiation on July 1 of the new 
rules governing the investment of 
legal trust funds in New York 
State, which will permit 35° of 
these funds to be placed in com- 
mon stocks — the only restriction 
being that they must be listed 
(with the exception of bank and 
insurance stocks). It is reported 
that some trusts have already 
been lightening up on _ second- 
grade rail bonds and accumulat- 
ing cash, in preparation for the 
purchase of high-grade common 
stocks after July 1, and it may 
naturally be assumed that this 
will include a good proportion of 
utility shares. 

These stocks qualify on most 
investment grounds — many of 
them have long dividend records, 
running back nearly one hundred 
years in one or two cases; earn- 
ings are far steadier than those 
of most industrial companies; be- 
cause of the fact that only a 
small proportion of profits come 
from industrial business, they are 
almost depression - proof; and 
they have no inventory or credit 
problems. Being regulated mo- 
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dividend payments 





SOUTHERN CALIFORNIA 
EDISON COMPANY 


preferred dividends 


ORIGINAL PREFERRED STOCK 
DIVIDEND NO. 164 


CUMULATIVE PREFERRED 
STOCK 4.32% SERIES 
DIVIDEND NO. 13 
CUMULATIVE PREFERRED 
STOCK 4.08% SERIES 
DIVIDEND NO. 1 


The Board of Directors has 
authorized the payment of the 
following quarterly dividends: 

50 cents per share on Orig- 
inal Preferred Stock, payable 
June 30, 1950, to stockholders 
of record on June 5, 1950. 

27 cents per share on Cum- 
ulative Preferred Stock, 4.32% 
Series, payable June 30, 1950, 
to stockholders of record on 
June 5, 1950. 

An initial dividend of 3.4 
cents per share was also de- 
clared by the Board of Directors 
on the new series of 4.08% 
Cumulative Preferred Stock, 
payable August 31, 1950, to 
stockholders of record August 
5, 1950, representing the ac- 
crued dividend for the period 
May 19, 1950 (date of issue) 
to and including May 31, 1950. 


T. J. GAMBLE, Secretary 
May 16, 1950 








SOUTHERN PACIFIC COMPANY 
DIVIDEND No. 130 
A QUARTERLY DIVIDEND of One Dollar and 
Twenty-five Cents ($1.25) per share on the Com- 
mon Stock of this Company has been declared 
payable at the Treasurer's Office, No. 165 Broad- 
way, New York 6, N. Y., on Monday, June 19, 
1950, to stockholders of record at three o'clock 
P. M., on Monday, May 29, 1950. The stock 
transter books will not be closed for the payment 
of this dividend. 
J. A. SIMPSON, Treasurer. 

New York, N. Y., May 18, 1950. 














Corporation 
DIVIDEND 
The Board of Directors declared a dividend 
of 60¢ per share on the Common Stock pay- 
able June 9, 1950, to holders of record 
May 29, 1950. 
ROGER HACKNEY, Treasurer 


JM Johns-Manville 


epRODUCTS 





287 











C.LT. FINANCIAL CORPORATION 


Dividend on Common Stock 


A quarterly dividend of $1.00 per share in cash 
has been declared on the Common Stock of 
Cc. I. T. FINANCIAL CORPORATION, 
payable July 1, 1950, to stockholders of record 
at the close of business June 10, 1950. The 
transfer books will not close. Checks will be 
mailed. 


FRED W. HAUTAU, Treasurer 
May 25, 1950. 














MARTIN-PARRY 
CORPORATION 


DIVIDEND NOTICE 


The Board of Directors has declared a dividend 
of twenty-five cents (25c) on the Capital Stock of 
the Corporation, payable July 5, 1950, to stock- 
holders of record at the close of business June 
20, 1950. 


tractive for income, as yields tab- 
ulated in our comprehensive sta- 
tistical survey indicate. 








T. Russ HILL, President 

















ANACONDA COPPER 
MINING COMPANY 
25 Broadway, New York 4, N. Y. 

May 25, 1950. 
Dividend No. 168 

The Board of Directors of 
Anaconda Copper Mining Com- 
pany has declared a dividend 
of Fifty Cents (50¢) per share 
on its capital stock of the par 
value of $50 per share, pay- 
able June 29, 1950, to stock- 
holders of record at the close 

of business on June 6, 1950. 


C. EARLE MORAN 
Secretary and Treasurer 























nopolies, their principal problems 


are Government agencies, state or 
federal. Average yields, even for 
high calibre issues, are double or 
triple those obtainable from high 
grade bonds. 


In addition to the purchases by 
trust funds, the new pension 
funds which are growing rapidly 
as a result of labor union pres- 
sure, are largely free to invest in 
equities and a demand for utility 
stocks from this source is a sup- 
porting market factor. Moreover 
the open-end trusts, which con- 
tinue to grow rapidly, as well as 
the British and Scotch invest- 
ment trusts (since adverse regu- 
lations were lifted some time 
ago), have been heavy buyers of 
utility stocks. 


Taking all these factors into 
account, therefore, the outlook 
for the power and light stocks re- 
mains favorable. Further moder- 
ate gains in revenues are indi- 
cated and some dividend increases 
are possible. Most stocks are at- 
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Comparative Analysis of the 
Two Great Mail Order 
Companies 





(Continued from page 265) 


On the other hand, Ward’s sales 
were scarcely more than two and 
a half times working capital. 
Whereas Sears has improved its 
position in this respect in the 
last ten years, Ward has failed 
to keep pace. Ten years ago, the 
latter’s working capital was 33 
percent of sales. 

Up to this point comparisons 
appear to have favored the Sears 
organization. Ward’s strong 
points should not be overlooked. 
Moreover, as mentioned earlier, 
it is not so much the intent of 
this discussion to draw infer- 
ences, as to present both strong 
and weak aspects so that the 
reader may place emphasis where 
he wishes. For another thing, it 
seems well to point out that both 
companies have fine records of 
profitable operations in a basic in- 
dustry. Sight should not be lost 
of the fact that merchandising 
stocks — especially those repre- 
senting large, efficient and ade- 
quately financed companies — de- 
serve consideration in well- 
rounded portfolios. Both Sears 
and Ward have capably managed 
mail-order divisions, which prob- 
ably account for 35 to 40 percent 
of sales, and strategically located 
retail stores serving urban areas. 

Montgomery Ward, under Mr. 
Avery’s direction, has moved 
slowly since the war in enlarging 
its chain and in expanding plant 
facilities. Management’s argu- 
ment has been that costs have 
been excessively inflated during 
the war and that precedent sug- 
gests that “what goes up must 
come down.” Ward’s policy has 
been based on the expectation 
that commodity prices may fall 
and that both plant and inven- 
tories may be replaced at some 
future time on more advanta- 
geous terms. In anticipation of 
such a deflation — such as has 
followed previous wars — Ward 
has set up a $26 million “reserve 
for possible future inventory 
price decline.’”’ This means that 
funds equivalent to about $4 a 
share have been set aside as a 
cushion against a possible col- 
lapse in prices. 


Ward is well situated, there- 
fore, to undertake expansion if 
management should decide condi- 
tions were appropriate, whereas 
it may be argued that Sears 
would need to raise additional 
working capital to undertake an 
extensive expansion. This is not 
to suggest that either company 
has in view any such program at 
the moment; it merely points out 
the advantage Ward would enjoy 
so far as current finances are 
concerned. 

Sears generally is believed to 
have enjoyed an advantage im- 
mediately after the end of the 
war in having a relatively larger 
proportion of goods in so-called 
“heavy” lines carrying wider 
profit margins, but Ward has en- 
larged volume in _ appliances, 
farm equipment, etc., until it gen- 
erally is supposed that “hard 
goods” now may account for from 
60 to 70 percent of sales for both 
companies. Installment business 
represents about 25 percent of 
sales in the case of Ward and 
probably 30 percent of Sears’ 
shipments. The latter finances 
with its own funds a portion of 
its part-payment sales and there- 
by obtains larger profits. Sears 
manufactures directly and indi- 
rectly a larger proportion of its 
merchandise and owns an insur- 
ance subsidiary which contributes 
handsome profits. In other words, 
it gains a greater degree of di- 
versification through these re- 
lated activities than Ward. 


Under less prosperous condi- 
tions than prevailing today, it 
might be argued that Sears’ set- 
up would involve greater risks 
and contribute to greater rigidity 
in operating costs. Presumably, 
Ward would be better prepared, 
by virtue of greater flexibility in 
retailing, to put economies into 
effect. These are minor problems 
under ordinary circumstances, 
but in times of emergencies they 
can become exceptionally impor- 
tant. 

Whether Sears or Ward is “the 
better buy” from the investor’s 
viewpoint depends on a number 
of unpredictable factors — chief 
of which is the question as to 
whether the economy is to ex- 
perience a traditional postwar 
deflation. There would be little 
argument if one knew the answer 
to that unknown quantity. 

Ward shares are relatively less 
“exploited” than are those of 
Sears and logically might prove 
more suitable for defensive pur- 
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poses. Whether or not one should 
place greater stress on defensive 
stocks at this stage than on the 
other type is a question which 
only future developments can 
definitely answer. It seems fair to 
observe, however, that with 
yields approximating 5 per cent, 
both stocks have merit for invest- 
ment purposes, considering the 
promising outlook for a high rate 
of national income — and there- 
fore trade — in months ahead. 





How the Government Plans 
to Perpetuate the Boom 
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inflation is fostered, there is dan- 
ger that the worthwhileness of 
savings is discouraged, that the 
practice of saving as a foundation 
stone of the national economy 
is becoming increasingly under- 
mined. 

While one can understand 
Washington’s desire to perpetuate 
the boom, one must also recog- 
nize its political overtones. Above 
all, one must come to the conclu- 
sion that the basis of prosperity 
could be better strengthened if 
the Administration could be in- 
duced to stop pouring billions of 
tax money or deficit funds into a 
complex network of lending and 
investing organizations which are 
granted powers and privileges de- 
nied to private enterprise. If not, 
the new pump priming may even- 
tually prove highly dangerous. 
Prolific lending will inevitably be 
followed either by a painful pe- 
riod of repayment, or by huge 
losses which must be made up by 
higher taxes or covered by new 
deficits. That way, while prolong- 
ing the boom for a while, it will 
also assure the day of bust. 

Meanwhile there are other 
pump priming devices available. 
Cold war demands, if fully ex- 
ploited, can be almost limitless, 
particularly if defense emphasis 
shifts increasingly on “hard 
goods,” stockpiling, etc. More- 
over, the spending implications of 
Mr. Acheson’s European trip can 
only be vaguely guessed though 
they may well outshine the Mar- 
shall Plan. The probability is that 
defense spending alone, plus Eu- 
ropean aid, precludes any signifi- 
cant reduction in expenditures 
and rather points to increases. 

Together with other types of 
pump priming as outlined in the 
foregoing, this may justify the 
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Administration’s faith in a con- 
tinuance of “good times.” For 
with so many stimulants at work, 
no matter how unsound some of 
them may be, any marked down- 
turn in the economy is difficult to 
envisage. 





Utility Holding Companies 
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pany, after distributing a number 
of its subsidiary stocks, now pro- 
poses to merge with its remain- 
ing big subsidiary, Union Electric 
of Missouri (a smaller subsidiary, 
Missouri Power & Light, is being 
acquired by Union Electric). It 
had previously been anticipated 
that miscellaneous assets such as 
holdings in North American Utili- 
ty Securities Corporation, the 
building at 61 Broadway, New 
York, ete., together with cash on 
hand, would be distributed to 
North American — stockholders. 
Under the proposed plan, how- 
ever, these will become the prop- 
erty of Union Electric in the 
merger and will doubtless be con- 
verted into equity funds to be 
used in its huge construction pro- 
gram — projected at several hun- 
dred million dollars over the next 
10-15 years. North American is 
now paying cash dividends at the 
rate of $1.20 a year, which is the 
indicated near-term rate for 
Union Electric after the merger 
is effected. 

Middle West, which has been 
gradually liquidating for years, is 
about to make a cash distribution 
of $2.50. This step has been ap- 
proved by the SEC, and Federal 
Court approval is anticipated in 
the near future. The transfer 
books will then be closed and the 
remaining assets may ultimately 
liquidate out at around 50-55¢, 
it is estimated. The final small 
payment is to be made around the 
end of 1951, after which this once 
huge Insull utility empire will 
pass out of the picture.. 

Standard Gas & Electric re- 
mains one of the largest of the 
holding companies still in gradual 
process of dissolution, which may 
require another year or so to 
work out. There are four holding 
companies in the system—Stand- 
ard Power & Light, Standard Gas 
& Electric, Philadelphia Company 
and Pittsburgh Railways. These 
have to be “unscrambled”’ in re- 
verse order. Pittsburgh Railways, 
a big transit company serving 
Pittsburgh, has been in bank- 








Allegheny Ludlum Steel Corporation 


Pittsburgh, Penna. 

At a meeting of the Board of Directors of the 
Allegheny Ludlum Steel Corpora- 
tion held today, May 17, 1950, a 
dividend of fifty cents (50¢) per 
share was declared on the Com- 
mon Stock of the Corporation, 
payable June 30, 1950, to Common 
Stockholders of record at the 

close of business on June 1, 1950. 

The Board also declared a dividend of one 
dollar twelve and one-half cents ($1.1244¢) per 
share on the $4.50 Cumulative Preferred Stock of 
the Corporation, payable June 15, 1950, to Pre- 
ferred Stockholders of record at the close of busi- 
ness on June 1, 1950. 

S. A. McCASKEY, Jr. 
Secretary 














UNITED FRUIT COMPANY 


DIVIDEND No. 204 
A dividend of seventy-five 
cents per share on the cap- 
ital stock of this Company 
has been declared payable 
July 14, 1950 to stockhold- 
ers of record June 8, 1950. 

EMERY N. LEONARD 


Treasurer 

















REEVES BROTHERS, unc. 


DIVIDEND NOTICE 
A quarterly dividend of 25c per 
share has been declared, payable 
July 3, 1950, to stockholders of 
record at the close of business 
June 5, 1950. The transfer books 
of the Company will not be closed 
J. E. REEVES, Treasurer 
May 15, 1950. 














E. |. DU PONT DE NEMOURS 
& COMPANY 


WILMINGTON, DeLaware: May 15, 1950 
The Board of Directors has declared this day 
regular quarterly dividends of $1.12'4 a share 
on the Preferred Stock-—$4.50 Series and 87%4¢ 
a share on the Preferred Stock 
both payable July 25, 1950, to stockholders of 
record at the close of business on July 10, 1950; 





$3.50 Series, 


also 85¢ a share on the $5.00 par value Com- 
mon Stock as the second interim dividend for 
1950, payable June 14, 1950, to stockholders of 


record at the close of business on May 22, 1950. 
L. pu P. COPELAND, Secretary 








I B M INTERNATIONAL BUSINESS 
MACHINES CORPORATION 
590 Madison Ave., New York 22 


The 141st Consecutive 
Quarterly Dividend 


The Board of Directors of this Corporation has 
this day declared a dividend of $1.00 per share, 
payable June 9, 1950, to stockholders of record 
at the close of business on May 22, 1950. Trans- 
fer books will not be closed. Checks prepared 
on IBM Electric Punched Card Accounting 
Machines will be mailed. 

A. L. WILLIAMS, Vice Pres. & Treasurer 
April 25, 1950 
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ruptcy for many years. It has an 
immensely complicated corporate 
and capital set-up, and several 
elaborate reorganization plans 
have been presented to the Fed- 
eral courts in recent years, and 
amended and revised. A year or 
two ago, a simplified plan was pro- 
posed, giving Philadelphia Com- 
pany 51% of the new common 
stock, and the cash and minority 
stock to the long list of under- 
lyers and bondholders. This has 
now been approved by the SEC 
and a Federal Court, and its con- 
summation over the near future is 
expected. 

Philadelphia Company has also 
recently disposed of all its natural 
gas subsidiaries, which had been 
merged into Equitable Gas, for 
some $63 million (including re- 
tained debentures). Philadelphia 
has retired its funded debt and 
has presented a plan to the SEC 
to retire the non-callable pre- 
ferred stocks. Eventually it will 
probably own Duquesne Light as 
its principal remaining asset, 
against its own common stock 
(95% held by Standard Gas), 
thus permitting its dissolution or 
merger with Duquesne. The way 
will then be cleared for an alloca- 
tion plan of Standard’s holdings 
to its four classes of stock; and 
eventually Standard Power & 
Light’s plan will in turn be forth- 
coming. 

In addition to the above sys- 
tems, the integration programs 
for three holding companies, 
which will not be dissolved, are 
now far advanced—Long Island 
Lighting, General Public Utilities 
and United Corporation. There are 
only a few remaining holding 
companies whose programs have 
to be cleared up. 


Electric Bond & Share will not 
be dissolved but it may have to 
disburse to stockholders its hold- 
ings of United Gas—equivalent to 
roughly half its current market 
price—the issue is now before the 
SEC. Its big sub-holding com- 
pany, American & Foreign Power, 
must be recapitalized and a new 
plan is expected shortly. 


Smaller systems which are in 
various stages of progress toward 
dissolution or recapitalization are 
Central Public Utility, Central 
States Electric, Eastern Utilities 
Associates, Federal Water & Gas, 
International Hydro-Electric and 
New England Public Service (and 
its small affiliated holding com- 
pany, Northern New England). It 
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may be some years, however, be- 
fore final details for all these com- 
panies have been forced out, and 
the SEC can close its books on the 
holding company dissolution-inte- 
gration program. 





Answers to Inquiries 
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sponding period of 1949, and net 
income was $1,431,476 or $1.09 
per share for the first three 
months of 1950, compared with 
$1,390,505 or $1.05 per share for 
the corresponding period of 1949. 
Dividends in 1949 totaled $1.75 
per share and 90c has been paid 
thus far in the current year. 





For Profit and Income 
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they were in the first half of 1949. 
At this distance, it seems reason- 
ably probable that most depart- 
ment-store concerns will earn at 
least moderately more for 1950 
than was shown last year. The 
stocks are somewhat behind the 
market. Few in retail trade will 
match previous peak postwar 
earnings—generally seen in 1948 
—this year. A probable exception 
is the well-managed Federated 
Department Stores. Earnings 
were up last year, contrary to 
general experience in trade, to 
$5.45, a new peak, from $5.33 a 
share in 1948. The dividend rate 
is $2.50, yielding at 6.4% at pres- 
ent market price of 3814. Another 
outstanding concern is Hecht 
Company, operating 9 stores but 
getting about half of its total vol- 
ume from one store in Washing- 
ton, D. C., the depression-proof 
city with the thriving bureauc- 
racy. Net last year set a new 
peak at $4.94 a share, against 
$4.67 in 1948. The dividend is 
$1.60, yielding about 5.1% and 
possibly subject to increase. Or 
these two, Federated is much the 
larger, with sales of its stores 
running around $350 million a 
year, against around $83 million 
for Hecht. 


Defense 


A certainty of the cold war is 
that defense outlays for air 
power, and for certain naval pur- 
poses, will be stepped up. Pro- 
curement policy is to spread the 
orders as far as possible. How- 


ever, the two favored makers of 
bombers will get much the largest 
shares. They are Boeing and Con- 
solidated-Vultee. Their earnings 
are likely to rise considerably this 
year. Indeed, it seems bound to 
be the best year in some time for 
virtually all makers of military 
aircraft. On the naval end, Elec- 
tric Boat is in a good position. It 
should be emphasized that any 
stock vitally affected by military 
orders is inherently speculative. 
Aircraft stocks sold much above 
present levels during the late 
phases of the war; and might be 
favored should speculative fancy 
turn even moderately to “war 
stocks.” A good compromise 
choice is Bendix Aviation, with 
its fingers in many defense “pies,” 
yet far from mainly dependent on 
them. Earnings in the March 31 
quarter were at an annual rate of 
about $6.80 a share, against $5.24 
for the fiscal year ended last Sep- 
tember 30. Dividends for the last 
several years have been $2.50 an- 
nually, including extras, yielding 
about 5.5% at present price of 
45, 


Paper 


This is going to be a good year 
for the paper industry, which is 
why a number of these stocks 
recently started to “go to town.” 
Two good companies, both char- 
acterized by profitable specializa- 
tion, able management, and long- 
term growth trends, are Kimber- 
ley-Clark and Sutherland Paper. 
Earnings of the former have 
risen each year since the war, and 
will do so again this year; prob- 
ably to the vicinity of $6.00 a 
share, against $5.29 last year. 
Dividends of $1.65 last year are 
subject to increase. The stock is 
around 37, yielding nearly 4.5%. 
Around 40, with a $2.50 dividend 
(with extras) Sutherland Paper 
yields over 6.2%. The 1950 net 
may exceed $5.00 a share, versus 
$4.62 for 1949. 





As I See It! 
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the UN, it would be no serious 
moral or political loss. That or- 
ganization without the commu- 
nists will function more smoothly 
and efficiently than at present, 
perpetually stymied as it is by 
deadlocks, vetoes and boycotts. 
Appeasing Russia would make 
matters infinitely worse. 
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SSPE 
: a Dynamic Securities 

: — for Capital Building 

: — for Rising Dividends 


Average Price 37 . . . Yield 7% 
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—For Purchase 


NOW... 





all 


FEW weeks ago we accurately gauged the chang- 

ing market tempo recommending “5 Developing 
Blue Chip Calibre Common Stocks” for high income 
and appreciation. 


Four of these stocks have already advanced several 
points — gaining more than the market. One declared 
an extra dividend... another raised its regular divi- 
dend. All five are still outstanding “buys.” 


New Recommendations for Next Phase 
of Market Advance 


And Now... we have just completed our selection of 
another group of special opportunities... “5 Dynamic 
Securities for Capital Gains with Rising Dividend Pros- 
pects”... average price only 37... average dividend 
over 7%, 


—These undervalued situations have a long way to go 
in dicounting 1950 potentials. They have been selected 
for dynamic profits as the market advance broadens 
out— special issues to have exceptional velocity in the 
next recovery move. 


Now Being Uncovered... 
Low-Priced Stocks for Large Gains 
— As Business Base Broadens 


These will be special low-priced, dividend-paying situ- 
ations in a position to do considerably better than the 
averages as the market extends its rise. Our selections 
will be from progressive companies which are coming 
to the fore and gaining in stature as their industries 
forge ahead. Realistically adjusted split-up shares... 
temporarily available in the low-priced brackets... 
will also be recommended. 


Three Diversified Programs Complete 
in One Service 


To meet your capital and objectives — The Investment 
and Business Forecast brings you three diversified pro- 
grams...each comprising expertly selected common 
stocks kept under our continuous supervision. 


PROGRAM ONE... Stressing Security of Principal 


... Assured Income ... with Appreciation 


PROGRAM TWO... Dynamic Securities for Capital 
Building with Higher Dividend Potentials 


PROGRAM THREE ... Low-Priced Opportunities for 


Large Percentage Profits 


Enroll Now — to Capitalize on 
Our Current Recommendations 


Immediately on receipt of your Forecast enrollment, 
we will send you — by first class-special delivery or air 
mail — our latest eight-page weekly bulletin giving 
you our special selections of : 

5 Developing Blue Chip Calibre Common Stocks 

5 Dynamic Securities for Capital Building 

—Both of the Groups Highlighted Above 

You will also be sure to receive our continuing recom- 
mendations for income and profit... including our 
special Low-Priced situations now being uncovered. 


You are welcome to send with your enrollment a list 
of your present holdings for our appraisals and advice 
on which of your stocks are amply priced—which are 
moderately priced—which to hold—which to let go of. 


By mailing the coupon below, you can benefit fully 
from Forecast service in this bull market. 








FREE SERVICE TO JULY |, 1950 
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| THE INVESTMENT AND BUSINESS FORECAST | 
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Marked Earnings Changes in 
First Quarter Reports 





(Continued from page 249) 


erated on a short work week, but 
in the process learned the advan- 
tage of using improved equipment 
such as Joy Manufacturing Com- 
pany produces, especially such a 
cost-savings device as the Contin- 
uous Miner. In the second and 
third quarters of 1949, conditions 
in the coal industry brought a 
marked decline in sales and earn- 
ings by Joy, but since then, despite 
the coal strike, an improvement 
has set in. 


Sales of $9.8 million in the 
March quarter compared very un- 
favorably with $14.7 million the 
year before and the same was true 
of net earnings of 66 cents per 
share in contrast to $1.46. It 
should be realized that in the Sep- 
tember quarter of last year, 
though, the company operated 
slightly in the red. Now that the 
coal strike has been settled and the 
coal mining concerns are burdened 
with heavy operating costs, the 
outlook for Joy Manufacturing 
Company again has a bright tinge 
and at the end of the first quarter, 
unfilled orders were 15% higher 
than at the start of the year. 
Chances are that the slump in 
earnings will prove temporary. 


Standard Oil (Ohio) 


Typical of first quarter reports 
by most leading units in the oil in- 
dustry, that of the Standard Oil 
Company (Ohio) revealed consid- 
erably lower earnings than in 
early 1949. The company’s physi- 
cal volume gained about 6% over 
last year, while total income from 
sales and other revenues advanced 
about 2% to $63.5 million. Pre-tax 
margins, however, were pinched 
by a rise of 4% in operating costs 
and reduced prices for numerous 
important products. In conse- 
quence, net earnings for the quar- 
ter declined to 71 cents per share 
from $1.03 the year before. In- 
creased demand for kerosine, heat- 
ing oil and heavy fuel oil in Feb- 
ruary and March was stimulated 
by the coal strike and by cold 
weather, while sales of “Sohio”’ 
brand motor gasoline rose about 
5% in first quarter comparisons. 

Over-abundant supplies of gaso- 
line on an industry-wide basis, on 
the other hand, twice exerted 
pressure on the price early this 
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year, reducing it to the lowest level 
since 1947. A better than expected 
demand from consumers in the 
current quarter has now reversed 
the downtrend in gasoline prices 
throughout the country, so that on 
May 1, “Sohio” brand gasoline 
was retailed at 14 cent a gallon 
higher. Now that a record number 
of new powered vehicles are pour- 
ing out of the factories and the 
peak season for driving is at hand, 
this company’s sales of motor fuels 
and lubricants seem certain to ex- 
pand, particularly in view of the 
latest gasoline price increase just 
announced. It is likely, therefore, 
that margins will widen somewhat 
and net earnings will reflect im- 
proved operating conditions. 


Columbian Carbon Co. 


The quarterly report of Colum- 
bian Carbon Company is espe- 
cially interesting because of cer- 
tain abnormal factors that might 
create misconceptions as to earn- 
ings. Reported first quarter earn- 
ings were 90 cents as compared 
with $1.60 last year. From normal 
operations, however, Columbian 
Carbon earned only 72 cents a 
share in the 1949 first quarter, or 
18 cents less than in the same 1950 
period; but a net profit of $1.4 mil- 
lion from the sale of an investment 
in the Mississippi River Fuel Com- 
pany created a non-recurring net 
income equal to 88 cents per share, 
thus making a total of $1.60. A 
casual acceptance of the statistical 
evidence, therefore, would be very 
misleading. Actually, the sales and 
earnings record of this company 
has been exceptionally stable for 
many years past and no real vari- 
ation occurred in the recent quar- 
ter, except as to moderate im- 
provement. We cite this case as 
highlighting the need for caution 
in accepting earnings at their face 
value. 


Clark Equipment Co. 


Clark Equipment Company, in 
common with a number of other 
specialists manufacturing indus- 
trial trucks, motor truck and farm 
tractor components, was. still 
struggling to meet intensified com- 
petition in the first quarter. Sales 
of $14.8 million in this recent pe- 
riod were about 12% lower than 
the year before and on the reduced 
volume, pre-tax margins con- 
tracted to 6.9% from 12.2%, while 
net earnings of $1.16 per share 
compared with $2.38. As volume 





for all of last year declined 28% 
from 1948 and net earnings were 
51% lower, the showing for the 
first quarter of 1950 does not ap- 
pear very encouraging, though it 
might easily be followed by some 
improvement as the current year 
progresses. 


Due to the high level of general 
industrial activity now prevailing, 
demand for trucks has risen, as is 
also the case with materials-han- 
dling trucks which this company 
produces on a large scale. The 
main thing to consider in apprais- 
ing the potentials of Clark Equip- 
ment is its long and eminently suc- 
cessful record as to growth in sales 
and earnings, not to mention divi- 
dends. Aside from three years in 
the early 1930s, operations have 
been consistently profitable since 
1917 when sales of $3.3 million 
contrasted with $53.7 million last 
year. The company has a very effi- 
cient management and a strong 
financial position. While 1950 
earnings may not fully equal those 
of last year, they should not fall 
far behind and in due course be- 
come more satisfactory. 





Which Stocks to Follow 
Blue Chips? 





(Continued from page 243) 


Name stocks into medium-grade 
issues and thence into more spec- 
ulative issues. Certainly the big- 
gest potentialities for capital gain 
are now in well-chosen secondary 
stocks — particularly stocks of 
companies which are “up and 
coming,” but not yet widely known 
to typical investors. This is a 
selective research job, which will 
continue to be handled on other 
pages. We suggest that readers 
look for our recommendations as 
they are being made in this and 
future issues. 


It is now apparent that 1950 
business activity will exceed that 
of 1949 and almost equal 1948. 
Total profits will be above 1949. 
Total dividends will be up some- 
thing like 10%, to a new all-time 
peak. With the outlook for Gov- 
ernment spending what it is, we 
question the basis for more than 
fairly moderate fluctuation in the 
economy, even after peak auto- 
mobile output and_ residential 
building activity have been 
passed. Maintain reasonably well- 
invested positions. 


—Monday, May 29. 
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THIS HUGE BRONZE PROPELLER, WEIGHING 
35 TONS, IS ONE OF FOUR WHICH DRIVE 


THE R. M.S. QUEEN MARY 


One plow that turns its furrow straight and true is the giant bronze pro- 
peller that drives huge ships, like the Queen Mary, across the vast ocean. 

For bronze, an alloy of copper, is immune to rust and scorns corrosion 
from salt water... it can follow for years and years its underwater 


channel of commerce between continents. 
On land, too, copper clears a broad path of progress. Witness our 
ae Plow of the sea great systems of electricity ...of communication and transportation. 
Think of modern lighting, heating and refrigeration in millions of homes 
—all due, in no small part, to the versatility and practicality of copper. 
Consider copper’s role in industry as well. Here copper offers its most 
important alloy, brass, as a “‘plowshare”’ that can be beaten into a thou- 
sand and one items of usefulness. For brass is one of the most easily 
worked and adaptable metals known. 
And Anaconda, foremost name in copper, brass and bronze, stands 


behind this bright and gleaming blade of progress . . . ready to help it 
turn forth more riches, more comforts, more conveniences for man. 


ANaAcoN pA First in Copper, Brass und Bronze 


INTERNATIONAL SMELTING AND REFINING COMPANY 





THE AMERICAN BRASS COMPANY + ANACONDA WIRE & CABLE COMPANY «+ 
ANDES COPPER MINING COMPANY «+ CHILE COPPER COMPANY + GREENE CANANEA COPPER COMPANY 














